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35-1502-8

Florida Senate - 1978
By

S81174

Senator Gordon-A bill to be entitled
An act relating to health care facilities;
providing legislative findings and a

@® f]J ff

ref>rodueed �
FL'ORrDA STAT
E A�
DE�ARTMENTOF HtvE§
§f
R. A. GRAY BIJib Aff
l:)tMij
T�L. llffl�§@

......

Cirto,J

�

declaration of intent; providing definitions;
creating the Florida Hospital Commission;
providing for commission leadership,

procedures, duties, and powers; providing
commission staf f and the appointment of

committees; authorizing payment of per diem and
10

travel expenses for commission members;

11

providing for the development and

12

implementation of a uniform system of financial

14

hospitals to file with the commission

13

reporting for hospitals; requiring licensed

15

statements of their financial condition;

16

providing for adoption of cost increase

17

criteria; providing for the development and

18

implementation of a system for prospective

19

review and approval of rates and changes in

20

rates for certain hospitals; providing a base

21

rate for hospitals; providing for commission

22

studies and data analysis; providing for

23

24
25
26
27
28
29

commission accountability; providing for a

commission budget and for assessment of

hospitals; providing exemption for facilities

which depend exclusively upon prayer or

spiritual means for healing; providing for
severability; providing a penalty; providing an
effective date.

30

31 Be It Enacted by the Legislature of the State of Florida:
l
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Section l.

Short title.--This act shall be known and

2 may be cited as the •Hospital Cost Containment Act of 1978."
Section 2.

Legislative findings and declaration of

4 intent.--The Legislature hereby finds and declares that:
(l)

Rising health care costs are a vital concern to

6 the people of this state.

Hospital and other health care

7 services are fast becoming out of economic reach of the
(2)

to contain the rate of increase of health care costs should be
2 based to the maximum extent possible on controls stressing

incentives for efficiency in management and work performance.

4 Such incentives can be fostered by creating a state rate
5 review commission with authority over financial disclosure and
6 budget and prospective rate review and approval, where
necessary.

a majority of the state's population.

8

It is in the mutual interest of the public and

10 administrators and trustees of health care institutions and

11 facilities for the state to provide an effective means to

12 enable and motivate health care service providers to control
13

their spiraling costs without sacrificing the quality of their

14

services.

See HB 1706
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9

(5)

(al

It is the policy of this state:
To require all hospitals which operate in this

10 state to utilize the uniform system of reporting promulgated
11 by the commission created by this act, for all of the
12 following purposes:
l. To encourage economy and efficiency in the
13

14 provision of services by health care facilities to all the

16 facilities encourages rising health care costs by removing

15 state's citizens and visitors.
2. To enable public agencies of the state which
16

18 control of health care costs totally through a regulatory

IS responsibility for, publicly financed health care plans or

15

(3)

The present system of reimbursing health care

17 incentives for efficiency in institutional management.

The

19 approach is not feasible because of the complexity of the

20 health care system and the likelihood that extensive
21 regulatory efforts would be stifling to future innovations in
22 the delivery and financing of health care services.

However,

23 it is also recognized that the normal competitive forces at
24 work in an economic market are greatly diminished in health
25 care because few consumers are informed about the products

26 they are purchasing and many decisions about their treatment
27 cannot be made in a knowledgeable way by consumers themselves.
28

(4)

It is desirable that the state promptly and to the

29 fullest extent possible establish an effective cost
30 containment program with respect to institutional providers of
31

health services.

Furthermore any state involvement in efforts
2
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17 purchase hospital services under, or which have administrative
19 programs to make informed decisions in such purchasing or
20 administration.
21

3.

To encourage public and private third-party payors

22 for hospital services to take the information provided under
23 this act-into account in establishing rates of payment to
24 assure facilities of a fair and reasonable payment for such
25

services.

26

4.

To provide reasonable and appropriate safeguards to

27 insure that the total cost of hospital services is reasonably

28 related to the total services offered by such facilities; that
29 the aggregate rates of hospitals are reasonably related to

30 their aggregate costs; and that rates are set equitably among
31
3
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all purchasers or classes of purchasers of services without
2 undue discrimination or preference.
{b)

To require that every person, political

4 subdivision of the state, or any governmental agency within

s

the state that establishes, conducts, operates, manages,

maintains, or controls in this state any hospital comply with
7 the provisions of this act, in order to achieve uniform and
a equitable statewide implementation of this act and to allow
9 for comparisons for the performance of particular facilities

1o subject to the provisions of this act.
11
12

Section 3.
(ll

Definitions.--As used in this act:

•Department• means the Department of Health and

11 Rehabilitative Services.
14

(2)

16

(3)

•commission• means the Florida Hospital Commission

15 created by section 4.
•consumer• means any person whose occupation is

11 other than the administration of health activities or the
18

providing of health services, who has no fiduciary obligation

19 to a health facility or other health agency, and who has no

w
21

direct financial interest in the provision of health services.
(4)

•aospita1• means an establishment as defined in

22 section 395.01, Florida Statutes.
23

(5)

25

(6)

•Rate• means the specific charge for a service

24 provided to a patient in a hospital.

•state health planning agency• means the agency

26 designated by the Governor to perform the health planning and

27 development functions prescribed by section 1523 of Public Law

28 93-641, the National Health Planning and Resources Development

29 Act of 1974.
30

(7)

•Health systems agency" means the agency defined

31 in subsection (3) (h) of s. 381. 493, Florida Statutes.
4
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Section 4.

Florida Hospital Commission.--There is

2 hereby created within the department the Florida Hospital
3 Commission.

The commission shall consist of two practicing

4 hospital administrators, one representative of the health

5 insurance industry, and four consumers representing the public
6 interest.

Consumer representatives may be chosen as

7 individual citizens or as representatives of a consumer-

s oriented organization which is organized under the existing
9 laws of the state.

All members shall be appointed by the

10 Governor and confirmed by the Senate.

Of the initial

11 appointees, four shall be appointed for a term of 2 years and

12

three shall be appointed for a term of 4 years.

Thereafter,

13 all appointments shall be for terms of 4 years each.

All

14 members of the commission may be reappointed for one

15 additional term.
16

Section 5.

17 compensation.--

18

(1)

Commission meetings, procedure and

The commission shall elect from its consumer

19 members a chairperson who shall serve a term of 2 years and
W who may be reelected subsequently.
21

The commission shall meet

as frequently as duties require, but not less often than four

22 times per year.
23

(2)

The commission shall keep minutes of its meetings

(3)

No action of the commission shall be effective

(4)

Members of the commission shall serve with

24 and shall adopt rules governing its activities.
25

26 unless a majority of its members concur therein.

27

28 remuneration and shall receive per diem and travel as
29 prescribed in section 112.061, Florida Statutes.
30

31

Section 6.

Commission staff and committees.-5
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(1)

The commission shall employ a full-time director,

2 w hose responsibilities shall include only commission business,

J and such staff as is necessary to fulfill the responsibilities
4 and duties assigned by this act.

Such positions shall be

5 included with the Career Service System under chapter 110,
6 Florida Statutes.
(2)

The commission may contract with third parties for

8 services necessary to carry out its activities where this will
9

35-1502-8
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promote economy, avoid duplication of effort, and make best

1o use of available expertise.

Any such contractor or consultant

See BB 1706

by the commission for their fiscal year period, to be
2 initially effective at such time and date as the commission
3 shall direct, but no earlier than July 1, 1979.

In

4 determining the initial effective date and subsequent dates
5 for reporting requirements, the commission shall consider both

6 the immediate need for uniform facility reporting information

7 to effectuate the purposes of this act and the administrative

8 and economic difficulties which hospitals face in conversion,
9 but in no event shall such effective date be later than

10

January 1, 1980.

The commission shall require such interim

11 shall be prohibited from releasing, publishing, or otherwise

11 reports as it deems desirable to utilize whatever portions of

12

12

the uniform system that are available prior to the effective

13

date of this subsection.

using any information made available to it under its

13 contractual responsibility, without specific permission of the
14 commission.
15
16

(3)

The commission may apply for and receive and

accept grants, gifts, and other payments, including property

17 and service, from any governmental or other public or private

14

Section 8.

Uniform financial disclosure.--Every

15

hospital under the jurisdiction of or licensed by the

16

department shall file with the commission within 120 days

17

after the end of its fiscal year a certified report, in

18 entity or person, and make arrangements as to the use of these

18 accordance with the uniform format developed by the

20 other projects relating to hospital care costs.

20 condition.

19 receipts, including the undertaking of special studies and
21
22

(4)

The commission may create committees from its

membership, and may create such ad hoc advisory committees in

23 specialized fields, related to the functions of hospitals, as
24

25
26

v

it deems necessary.
Section 7.
(1)

Uniform system of financial reporting.-

The commission shall by rule, after consultation

with appropriate professional and governmental advisory bodies

'19 reporting.
(2)

21

All hospitals under the jurisdiction of or

Jl licensed by the department shall adopt the system promulgated
6
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(1)

The report shall include, but need not be limited

22 to, disclosure of the following:
23
24

� and public hearings, specify a uniform system of financial
30

19 commission, which clearly demonstrates its financial

( a)

A statement of receipts and disbursements, or

reven_ues and expenses, during such fiscal year in accordance

25 with generally accepted accounting principles or, as may be

26 designated by the commission, by a classification of accounts,
V including, but not limited to, salaries and other benefits,

� operating expenses, equipment and supplies, fixed capital
'19 outlay, and all other direct and indirect disbursements

30 allocated to each account classification.
31

7
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(b)

A statement of assets and liabilities at the end

See HB 1706
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(j)

A statement of charity losses on patients who,

2 of the fiscal year of each hospital, including the status of

2 because of inability to pay, are relieved wholly or in part of

4 receipts and payments of these funds.

4

3 reserves, depreciation, special or other funds, to include the
(c)

6 hospital.

(d)

The location of any real property owned by the
A statement of loans and investments, including

a names of lenders, interest, rents, and profits from the
9

investments of the hospital.
(e)

10

A statement of the cost and type of services

11 provided to persons who cannot or do not pay for such
12

services.

(fl

13
14

A statement of any advances or payment directly or

indirectly by way of salary, fee, loan, gift, bonus, gratuity,

15 drawing account, commission, or otherwise to any person,
16

company, or other entity directly or indirectly controlled by

17 the hospital or any officer, director, trustee, or stockholder
18 of the hospital.
(g)

19

A statement of any guaranty of a loan to, or an

� obligation of, any officer, director, trustee, or stockholder

21

of the hospital or any entity directly or indirectly

22 controlled by such hospital or which pays any compensation to
23 its officers, directors, trustees, or stockholders for
24

services provided to or on behalf of the hospital.

25

26 costs.
27

(h)

A statement of educational costs and research

{i)

A statement of credit losses on patients who fail

� to meet fully their incurred liability after reasonable
29 collection effort.

3 financial responsibility for services.
(kl

A statement of capital costs based on depreciation

(1)

A statement of appropriate levels of a reserve and

5 and debt retirement schedule of principal payments.
6

net income to provide adequate working capital, approved

a capital expansion and replacement for growth and development,
9
10
11

and reasonable return on equity capital to owners of investor
owned hospitals.
(2)

The commission shall require the certification of

12

such financial reports by a certified public accountant or

13

require certification from responsible officials that such

14

reports, to the best of their knowledge and belief are

15 accurate and have been prepared in accordance with the
16

17
18

prescribed system of reporting promulgated by the commission.
( 3)

The commission may cause an examination or audit

of a hospital to be made at periodic intervals but not more

19 often than annually unless with good cause.

The cost of said

� audit will be paid out of commission funds.

Attendant to this

21

examination or audit, the commission shall have the power to

22 issue subpoenas and subpoenas duces tecum, under penalty of
23 contempt to facilitate a determination of the facts related
24

25

thereto.
(4)

The contents of all reports shall be public

26 information and shall be available for public inspection.
27

Section 9,

Adoption of cost increase criteria.--Within

� 2 years of the date on which the uniform system of financial

29 reporting required by section 7 is initiated, the commission
30 shall adopt by rule a system of cost increase criteria.

30

31

31

8
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Any

hospital failing to meet the criteria so adopted by the
9
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commission shall be subject to the jurisdiction of the
2 commission with regard to rate approval as hereinafter
3 provided.

justified by higher costs to the hospital of furnishing the
2 services related to such rates.
3

Section 10.

Review and approval of hospital rates by

See HB 1706
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(3)

In conducting rate review and approval under this

4 act, the commission shall consider the need foe increased

5 the commission.--

5 e fficiency in hospital operation, the need to close surplus

6

6

(1)

From and after a date not more than 12 months

a fter the commission specifies the uniform system of financial
a reporting required by section 7, the commission shall have the
9 authority to initiate such reviews or investigations as may be
10

necessary to assure all purchasers of hospital services that

beds or to convert them to meet unfilled needs, and the need

7 to abandon existing services which are unnecessarily

a duplicative of services available in the area served by the
9 hospital.

10

(4)

In addition to the other powers, duties, and

11 the total costs of hospitals are reasonably related to the
12

total services offered by such facilities, that a hospital's

11 functions conferred upon the commission by this act, the
12

13

aggregate revenues as expressed by rates are reasonably

14 related to the facility's aggregate costs, and that rates are

13

com�ission may take such action and perform such duties as may
be conferred upon the state by federal law or regulation with

14 respect to rates charged by institutional providers of health

15 set equitably among all purchasers or classes of purchasers of

15 services, including hospitals.

16 services without undue discrimination or preference. The

16

17 commission may make recommendations to individual hospitals

17

18 regarding rates, based upon such review and investigations.

18

19

19

(2)

Upon the adoption of cost increase criteria as

20 provided in section 9, in order to properly discharge its
21

duties the commission shall have the power to review at least

Section 11,

Exercise of rate review and approval.--To

properly carry out its authority the commission shall:
(1)

Immediately upon the ef fective date of this act

begin to compile all relevant financial and accounting data in

20 order to have available the statistical information necessary
21

to properly conduct rate review and approval.

Such data shall

22 annually the projected annual revenues of any hospital which

22 include, but not be limited to, necessary operating expenses,

24 generate that revenue. No such hospital shall charge for

24 p atients who cannot or do not pay, all properly incurred

23 does not meet such eriteria and approve the rates proposed to

23 appropriate expenses incurred for providing services to

25 services at rates other than those approved by the commission.

2 5 interest charges, and reasonable depreciation expenses based

26 The schedule of rates in effect for a hospital on January 1,

26 on the expected useful life of the property and equipment

27 1978, shall be considered by the commission as the base rate

v involved.

29 to order such hospital to eliminate from its schedule of rates

29 hospitals under its jurisdiction, except as provided by the

� for that hospital.

The commission is authorized and directed

The commission shall define and prescribe by rule

� the types and classes of charges which cannot be changed by

30 that portion of any rate beyond the base rate which is not

30 procedure contained in section 12, and it shall also obtain

31

31

10
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from each hospital a current rate schedule as well as any
11
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subsequent amendments or modifications of that schedule as it
2 may require.
3

(2)

Encourage to the maximum extent possible the

4 development of methods of incentive reimbursement which permit
5 a hospital under its jurisdiction to retain and spend, subject
6

to the limitations imposed by sections 381.493 through

381.497, Florida Statutes, all or part of any savings which
a result when, through managerial efficiency, the facility
9 operates at a cost below the budgeted rates prospectively
10 approved without compromising quality of care.

In addition,

11 favorable consideration should be given to programs which

See HB 1706
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Operating revenues from sources other than rates shall be
2 projected to reduce the income acquired from rates, but shall
3 not include funds designated by the donor as capital funds.
(c)

4

5

The rates for nonprofit hospitals shall enable

them to render effective and efficient services on a solvent

6 basis.

The rates for hospitals for profit shall enable them

to provide effective and efficient services and permit a fair

a rate of return based upon the fair value of the equity of the
9 hospital.

The rates for governmental hospitals shall take

10 into consideration the amount of tax-raised funds appropriated
11 to the hospital and the purposes for which the appropriations

12 permit hospital employees to receive all or part of any

12 are made.

14 productivity.

14 date determined by the commission, pursuant to section 10, no

Section 12.

Rate change procedure.--From and after the

13 savings in operating costs which result from improved

13

15

15 hospital subject to the jurisdiction of the commission shall

(3) (a)

The rates as approved by the commission for a

16 hospital under its jurisdiction shall be sufficient as

16 change or amend that schedule of rates and charges of the type

18 requirement from proposed operating revenues, and shall

18 t he commission, except in accordance with the following

20 appropriate expenses incurred for providing services to

20

17 projected to enable the hospital to obtain its total financial

17 and class which cannot be changed without prior approval of

19 include, but not be limited to, necessary operating expenses,

19 procedure:
(l)

Any request for a change in rate schedules or

21 patients who cannot or do not pay in full, all properly

21 other charges must be filed in writing in the form and content

23 expenses based upon the expected useful life of the property

23 the commission deems appropriate.

25 extent not otherwise paid to the hospital, appropriate

25

22 incurred interest charges, taxes, reasonable depreciation

22 prescribed by the commission and with such supporting data as

24 and equipment involved, adequate working capital, to the

24 such changes except after prior notice to the commission of at

26 educational expenses and expenses for research related to

26 go into effect.

� amortization of capital expenditures properly incurred.

� such case a formal written statement of the reasons for the

27 patient care and for approved future expansion and
29

(b)

In preparing rate filings a hospital shall

30 amortize its surpluses and deficits in relation to its total
31 financial requirement over a period of not less than 1 year.
12
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No hospital shall implement

least 30 days from the date the proposed rate is intended to
Upon receipt of notice, the commission may

27 suspend the effective date of any proposed change.

In any

29 suspension will be promptly submitted to the hospital.

Unless

30 suspended, a proposed change shall go into effect upon the
31 date specified in the application.
13
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In any case where a proposed rate change is

(2)

(1)

2 suspended, the commission shall promptly institute proceedings
3 to investigate the reasonableness of the proposed changes.
4 The suspension may extend for a period of not more than 60
5 days beyond the date the proposed change would otherwise go
6 into ef fect.

After the expiration of 60 days from the date

9 or modify the request by that time.
(3)

10

Such proposed changes in rates shall be considered

11 at a public hearing, at a time and place to be determined by
12 the commission. The hearing shall be conducted by the

3

(2)

Shall conduct investigations and require the

4 filing of information relating to any matter affecting the
5

cost of services in all hospitals subject to the provisions of

6 this act, and may hold public hearings and subpoena witnesses,
papers, records, and documents in connection therewith, the
a commission chairperson having authority to administer oaths or
9 a ffirmations in any hearing or investigation.
10

(3)

Shall prepare and publish such summaries,

11 compilations or other reports as will advance the purpose of
12

this act.

All such summaries, compilations and reports shall

13

be open to public inspection, shall be made available to

13

commission.

14

be introduced at the time of the hearing by any interested

14

party and witnesses may be heard.

requesting agencies, and shall be prepared within a reasonable

15

15

time following the end of each hospital's fiscal year or with

16

conducted without compliance with formal rules of evidence.

16

such greater frequency as may be speci fied by the commission.

(4)

17

Evidence for and against the requested change may

Shall adopt and may amend and repeal rules

respecting the exercise of the powers conferred by this act.

the rate is intended to go into ef fect the new rate will go
a into ef fect, if the commission poes not approve, disapprove,

See HB 1706

The hearing may· be

The commission shall request an impact statement

17

(4)

Shall exercise, subject to the limitations and

1a from the health systems agency in whose health service area

18

restrictions herein imposed, all other powers which are

19

19

reasonable and necessary to carry out the expressed purposes

the hospital requesting a change in rates is located.

The

20 statement shall be provided in a form and content to be

20

21

21

determined by the commission and shall include potential

of this act, including taking such actions as are necessary to

qualify for delegation of authority to perform rate review and

approval, or to receive grants foe the purpose of

22

e ffects of the proposed rate change upon health care costs and

22

23

health care service delivery in the area served by the

23

24

hospital.

24 as the Federal Government may make available to the states.

(5)

25

Every decision and order of the commission shall

26 be in writing and shall state the grounds for the commission's
27 decisions. The ef fects of such orders shall be prospective in
28 nature.
29

Section 13.

Powers of the commission.--In addition to

30 the powers granted to the commission elsewhere in this act,
31

the commission:
In .-al. ti.....,i. typo aro deletions

Section 14. Commission studies and data analysis.--The

26 commission shall perform analyses and studies relating to
27 health care costs, and shall be empowered to publish and
28 disseminate such information, as it deems desirable in the
29 public interest.
30
31

Section 15.

Commission accountability.--On or before

March 1 of each year, the commission shall prepare and
15

14
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35-1502-8

transmit to the Governor, the Insurance Commissioner and the

2 Legislature a report of commission operations and activities
3 for the preceding year.

This report shall include copies of

4 summaries, compilations, and supplementary reports required by
s this act together with such facts, suggestions, and policy
6 recommendations as the commission deems necessary.

The

7 Insurance Commissioner shall consider this report in the
s execution of his responsibilities under section 627.411,
9 Florida Statutes.

Section 16.

10

Commission budget.--The commission shall

11 annually prepare a budget which shall include its estimated

12 income and expenditures for administration and operation.
13 Upon the approval of the budget by the Legislature, the

14 hospitals subject to this act shall be assessed the amount
15 thereof upon an equitable basis to be determined by the

16 commission, but not to exceed four one-hundredths of 1 percent
17 of each hospital's gross operating costs for its last fiscal

18 year ending on or before December 31 of the preceding calendar
19 year.

The balance of the budget, if any, shall be financed

20 from general or special appropriations, or by grants from
21 other sources.

22

Section 17. Penalty.--Any hospital which knowingly

n violates the provisions of this act shall be punished by a
24 fine not exceeding $1,000 per day in violation, to be fixed,
� imposed, and collected by the commission.

Each day in

26 violation shall be considered a separate offense.
27

Section 18.

Exemption.--The provisions of this act

28 shall not apply to any institution conducted by or for the
29 adherents of any well recognized church or religious

30 denomination for the purpose of providing facilities for the
31 care or treatment of the sick who depend exclusively upon
16

COOING: Words in_....,...� type ore deletions from •xi sting law; words underliped are additioras.

See HB 1706

35-1502-8

See HB 1706

prayer or spiritual means for healing in the practice of the

2 religion of such church or denomination.
Section 19.

3

Severability.--In the event that any

4 provision or application of this act is held to be invalid, it
sis the legislative intent that the other provisions and
6 applications hereof shall not be thereby affected.
section 20. This act shall take effect July l, 1978.
7
8
9

10
11
12
13
14

15

16
17

18
19
20
21
22
23
24
25

26
27
28

29
JO

31

17

underlined are additions.
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2

3
4
5
6

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

HOUSE SUMMARY

Creates the "Hospital Cost Containment Act of 1978" to
establish a cost containment program with respect to
institutional providers of health services. Creates the
Florida Hospital Commission within the Department of
Health and Rehabilitative Services to be composed of
seven members appointed by the Governor. Provides for
representative membership, organization, and duties of
the commission.
Requires the commission to specify a uniform system of
financial reporting to be adopted by all hospitals under
the jurisdiction of or licensed by the department.
Requires hospitals to file certified financial disclosure
reports with the commission. Authorizes the commission
to cause a hospital to be audited or examined. Requires
the contents of all reports to be open for public
inspection,
Authorizes the commission to review the projected annual
revenues of any hospital, and with respect to hospitals
which do not meet cost increase criteria adopted by the
commission, to approve the rates proposed to generate
that revenue. Prohibits any such hospital from charging
for services at rates other than those approved _by the
commission. Directs the commission to order any such
hospital to eliminate any portion of a rate beyond the
base rate not justified by higher costs to the hospital.

Authorizes the commission to perform duties authorized by
federal law relating to rates charged by institutional
providers of health services.
Provides a procedure for rate review and approval by the
commission and for rate changes of those types of rates
determined by the commission to be changeable. Empowers
the commission to adopt rules, conduct investigations and
hold hearings.

Requires the commission to report annually to the
Governor, the Insurance Commissioner, and the
Legislature. Provides for funding of the commission
partially by assessments against hospitals subject to the
act.
Provides that any hospital which violates the provisions
of the act is subject to a fine of $1,000 per day for
each day in violation. Exempts institutions conducted by
or for the adherents of any well recognized religious
denomination.

28
29
30
31

18
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providing legislative findings and a
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4

declara tion of intent; providing definitions;

5

c reating the Florida Hospital Commission;

6

providing for commission leadership,

..J

'

,
"it
. -

procedures, duties, and powers; providing
8

c�mmission staff and the appointment of

9

c ommittees; authorizing payment of per diem and

10

t ravel expenses for commission members;

11

providing for the development and

12

implementation of a uniform system of financial

13

reporting for hospitals; requiring licensed

14

hospitals to file with the commission

15

statements of their financial condition;

16

providing for adoption of cost increase

17

c riteria; providing for the development and

18

implementation of a system for prospec tive

19

r eview and approval of rates and changes in

20

r ates for certain hospitals; providing a base

21

r ate for hospitals; providing for commission

22

studies and data analysis; providing for

23

c ommission accountability; providing for a

24

c ommission budget and for assessment of

25

hospitals; providing exemption for facilities

26

which depend exclusively upon prayer or

27

spiritual means for healing; providing for

28

severability; providing a penalty; providing an

29

e ffective date.

30
31

Be It Enacted by the Legislature of the State of Florida:
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Section 1.

Short title.--This act shall be known and

1. 4,

2 may be cited as the "Hospital Cost Containment Act of 1978."
3

Section 2.

Legislative findings and declaration of

A intent.--The Legislature hereby finds and declares that:

s

(1)

Rising health care costs are a vital concern to

6 the people of this state.

Hospital and other health care

7 services are fast becoming out of economic reach of the

a majority of the state's population.
9

(2)

It is in the mutual interest of the public and

1.4/
1.4/

1. 2"
1. 2•
1. 2
1.

11

1.

facilities for the state to provide an effective means to

12 enable and motivate health care service providers to control

13

their spiraling costs without sacrificing the quality of their

14

services.

15

(3)

The present system of reimbursing health care

16 facilities encourages rising health care costs by removing

17 incentives for efficiency in institutional management.

The

18 c ontrol of health care costs totally through a regulatory

1.
1.
1.
1.

1.

19 approach is not feasible because of the complexity of the

1.

�

1.

21

22

health care system and the likelihood that extensive

regulatory efforts would be stifling to future innovations in
the delivery and financing of health care services,

However,

n

it is also recognized that the normal competitive forces at

24

work in an economic market are greatly diminished in health

25

care because few consumers are informed about the products

�

they are purchasing and many decisions about their treatment

27
28

cannot be made in a knowledgeable way by consumers themselves.
(4)

It is desirable that the state promptly and to the

�

fullest extent _,possible establish an effective cost

30

containment program with respect to institutional providers of

�

health services,

Furthermore any state involvement in efforts
2

CODING: Words in�� type are deletions from existing law; words underlined ore additions.

1.
1.
1.
1.:

1.,

1. 4
1.4

1.4

1.

2 based to the maximum extent possible on controls stressing

3 incentives for efficiency in management and work performance.

1

4 Such incentives can be fostered by creating a state rate

1

5 review commission with authority over financial disclosure and

1

6 budget and prospective rate review and approval, where
necessary.

8

1.;

ro administrators and trustees of health care institutions and

1

to contain the rate of increase of health care costs should be

(5)

(a)

It is the policy of this state:

1

To require all hospitals which operate in this

1

ro state to utilize the uniform system of reporting promulgated
11

1

by the commission created by this act, for all of the

12 following purposes:

13

1.

1

To encourage economy and efficiency in the

1

14 p rovision of services by health care facilities to all the

1

15 s tate's citizens and visitors.
16

2.

1

To enable public agencies of the state which

17 p urchase hospital services1under, or which have administrative

18 responsibility for, publicly financed health care plans or

1

19 programs to make informed decisions in such purchasing or

1

� a dministration.

21

3.

To encourage public and private third-party payors

22

for hospital services to take the information provided under

24

assure facilities of a fair and reasonable payment for such

1
l

23 t his act into account in establishing rates of payment to
25 services.
�
27
28
�

4.

To provide reasonable and appropriate safeguards to

insure that the total cost of hospital services is reasonably

i'.

j·

related to the total services offered by such facilities; that 1
the aggregate rates of hospitals are reasonably related to

30 t heir aggregate costs; and that rates are set equitably among
31
3
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all purchasers or classes of purchasers of services without

1. s,

2 undue discrimination or preference,
3

(bl

To require that every person, political

1. 54

2

Section 4.

Florida Hospital Commission.--There is

hereby created within the department the Florida Hospital

3 Commission.

The commission shall consist of two practicing

l.54

4 hospital administrators, one representative of the health

6 maintains, or controls in this state any hospital comply with

1.54

6 interest.

7 t he provisions of this act, in order to achieve uniform and

1. SL

7 individual citizens or as representatives of a consumer-

9 f or comparisons for the performance of particular facilities

1.7'

9 laws of the state.

4 subdivision of the state, or any governmental agency within
5 t he state that establishes, conducts, operates, manages,

8 equitable statewide implementation of this act and to allow
W subject to the provisions of this act,

1. 7,

14 members of the commission may be reappointed for one

(2)

•commission" means the Florida Hospital Commission

c reated by section 4.
•consumer• means any person whose occupation is

2.1

17

other than the administration of health activities or the

18

p roviding of health services, who has no fiduciary obligation

"

to a health facility or other health agency, and who has no

2.,

�

direct financial interest in the provision of health services.

2.1

23

U
25

•Hospital" means an establishment as defined in
•Rate• means the specific charge for a service

2.,

•state health planning agency• means the agency

2.'

U

designated by the Governor to perform the health planning and

2.

V

development functions prescribed by section 1523 of Public Law

2.

�

93-641, the National Health Planning and Resources Development

29
30

31

2.

Act of 1974.
(7)

•Health systems agency• means the agency defined

in subsection (3) (h) of s. 381.493, Florida Statutes.
4
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15 a dditional term.
16

17
19

Section 5.

Commission meetings, procedure and

compensation.-(1)

The commission shall elect from i�s consumer

members a chairperson who shall serve a term of 2 years and

� who may be reelected subsequently.

21

All

The commission shall meet

a s frequently as duties require, but not less often than four

22 times per year.

provided to a patient in a hospital.
(6)

Thereafter,

13 all appointments shall be for terms of 4 years each.

18

section 395,01, Florida Statutes.
(5)

11 a ppointees, four shall be appointed for a term of 2 years and

1.7

14

n

Of the initial

12 t hree shall be appointed for a term of 4 years.

13 Rehabilitative Services,

(4)

10 Governor and confirmed by the Senate.

1.7

(1)

21

All members shall be appointed by the

•Department" means the Department of Health and

12

(3)

s oriented organization which is organized under the existing

l.7

Section 3.

16

Consumer representatives may be chosen as

Definitions.--As used in this act:

11

15

5 insurance industry, and four consumers representing the public

2.
2.

23

(2)

The commission shall keep winutes of its meetings

(3)

No action of the commission shall be effective

U a nd shall adopt rules governing its activities.
25

U
27

�
29
30

unless a majority of its members concur therein.
(4)

Members of the commission shall serve with

r emuneration and shall receive per diem and travel as
prescribed in section 112.061, Florida Statutes.
Section 6.

Commission staff and committees.--

31
5
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(1)

The commission shall employ a full-time director,

2 whose responsibilities shall include only commission business,

2.
2.

3 and such staff as is necessary to fulfill the responsibilities
4 and duties assigned by this act.

Such positions shall be

2.

5 included with the Career Service System under chapter 110,
The commission may contract with third parties for

2.

8 services necessary to carry out its activities where this will

2.1

9 promote economy, avoid duplication of effort, and make best
10

use of available expertise.

Any such contractor or consultant

11

shall be prohibited from releasing, publishing, or otherwise

13

contractual responsibility, without specific permission of the

n using any information made available to it under its
u commission.

15
16

17

18

(3)

21

2. s
2.5
2.5

The commission may apply for and receive and

2.5

accept grants, gifts, and other payments, including property

2.5

and service, from any governmental or other public or private

2.5

entity or person, and make arrangements as to the use of these

2.5

19 receipts, including the undertaking of special studies and

20

2.�

other projects relating to hospital care costs.
(4)

2.S

The commission may create committees from its

n

specialized fields, related to the functions of hospitals, as

26

Section 7.
(!)

Uniform system of financial reporting.-

The commission shall by rule, after consultation

27

with appropriate professional and governmental advisory bodies

�

and public hearings, specify a uniform system of financial

2.
2.
2.

7!I reporting.
�
31

(2)

All hospitals under the jurisdiction of or

1 icensed by the department shall adopt the system promulgated
6
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3 shall direct, but no earlier than July 1, 1979.

2. (

In

4 determining the initial effective date and subsequent dates

2.,

5 for reporting requirements, the commission shall consider both

2.,

2.
2.

2.

to effectuate the purposes of this act and the administrative

2.

a and economic difficulties which hospitals face in conversion,

2.

9 but in no event shall such effective date be later than

3.

10

January 1, 1980.

The commission shall require such interim

11

reports as it deems desirable to utilize whatever portions of

12 the uniform system that are available prior to the effective

3.
3.
3.

n date of this subsection.

14

Section 8.

Uniform financial disclosure.--Every

15 hospital under the jurisdiction of or licensed by the
16

department shall file with the commission within 120 days

18

accordance with the uniform format developed by the

3.
3.
3.

TT after the end of its fiscal year a certified report, in
19 commission, which clearly demonstrates its financial

20 condition.
21

(1)

23

(a)

The report shall include, but need not be limited
A statement of receipts and disbursements, or

� revenues and expenses, during such fiscal year in accordance

� it deems necessary.
25

2.E

22 to, disclosure of the following:

22 membership, and may create such ad hoc advisory committees in

2.E

2 initially effective at such time and date as the commission

6 the immediate need for uniform facility reporting information

6 Florida Statutes.
(2)

by the commission for their fiscal year period, to be

25 with generally accepted accounting principles or, as may be

3.
3.
3.
3.
3.

26

designated by the commission, by a classification of accounts,

27

including, but not limited to, salaries and other benefits,

� operating expenses, equipment and supplies, fixed capital

3.

'1!I

outlay, and all other direct and indirect disbursements

3.

� allocated to each account classification.
31

7
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3.

(bl

A statement of assets and liabilities at the end

2 of the fiscal year of each hospital, including the status of

3.

3.1

3 reserves, depreciation, special or other funds, to include the

3,1

4 receipts and payments of these funds.

3,1

(cl

5

6 hospital.

(d)

The location of any real property owned by the

3.]

(jl

2 because of inability to pay, are relieved wholly or in part of
3 financial responsibility for services.
(kl
5
6

A statement of loans and investments, including

A statement of charity losses on patients who,

A statement of capital costs based on depreciation

and debt retirement schedule of principal payments.
(ll

A statement of appropriate levels of a reserve and

net income to provide adequate working capital, approved

3.:

7

a names of lenders, interest, rents, and profits from the

3.:

a capital expansion and replacement for growth and development,

9 investments of the hospital.

3.:

9

(el

10

A statement of the cost and type of services

3.:

12 services.

(fl

and reasonable return on equity capital to owners of investor

10 owned hospitals.
11

11 provided to persons who cannot or do not pay for such

(2)

The commission shall require the certification of

12 such financial reports by a certified public accountant or
require certification from responsible officials that such

A statement of any advances or payment directly or

3.

14 indirectly by way of salary, fee, loan, gift, bonus, gratuity,

3.

14 reports, to the best of their knowledge and belief are

16 company, or other entity directly or indirectly controlled by

3.

16

18 of the hospital.

3.

13

15 drawing account, commission, or otherwise to any person,

17 the hospital or any officer, director, trustee, or stockholder
(gl

19

A statement of any guaranty of a loan to, or an

20 obligation of, any officer, director, trustee, or stockholder
21

13

15 accurate and have been prepared in accordance with the
17

prescribed system of reporting promulgated by the commission.
(31

18 of a hospital to be made at periodic intervals but not more
19

often than annually unless with good cause.

The cost of said

3.

20

audit will be paid out of commission funds.

Attendant to this

21 examination or audit, the commission shall have the power to
22 issue subpoenas and subpoenas duces tecum, under penalty of

22 controlled by such hospital or which pays any compensation to

3,

24

3,

24 thereto.
25

n contempt to facilitate a determination of the facts related

23 its officers, directors, trustees, or stockholders for
services provided to or on behalf of the hospital.

25

26 costs.
27

(hl

A statement of educational costs and research

3.

(il

A statement of credit losses on patients who fail

3.

28

to meet fully their incurred liability after reasonable

29

collection effort.

The commission may cause an examination or audit

3.

of the hospital or any entity directly or indirectly

26
27

28

(41

The contents of all reports shall be public

information and shall be available for public inspection.
Section 9.

Adoption of cost increase criteria.--Within

2 years of the date on which the unifo_rm system of financial

29 reporting required by section 7 is initiated, the commission

30

30 shall adopt by rule a system of cost increase criteria.

31

31

8
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3

Any

hospital failing to meet the criteria so adopted by the
9
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3

commission shall be subject to the jurisdiction of the

justified by higher costs to the hospital of furnishing the

2 commission with regard to rate approval as hereinafter

2 services related to such rates.

3 provided.

3

Section 10.

Review and approval of hospital rates by

3.

5 t he commission.-6

(1)

From and after a date not more than 12 months

7 a fter the commission specifies the uniform system of financial
a reporting required by section 7, the commission shall have the
9 authority to initiate such reviews or investigations as may be

3.
3.
3.
3,

10

necessary to assure all purchasers of hospital services that

11

the total costs of hospitals are reasonably related to the

3.

12

t otal services offered by such facilities, that a hospital's

3.
3.

14 related to the facility's aggregate costs, and that rates are

3.

a duplicative of services available in the area served by the
9 hospital.
11

services without undue discrimination or preference.

3.

16

(2)

17

Upon the adoption of cost increase criteria as

18

3.

20 provided in section 9, in order to properly discharge its

functions conferred upon the commission by this act, the

14 respect to rates charged by institutional providers of health

16

regarding rates, based upon such review and i,vestigations.

In addition to the other powers, duties, and

13 be conferred upon the state by federal law or regulation with
15

18

(4)

12 commission may take such action and perform such duties as may

3.

19

and approval under this

7 to abandon existing services which are unnecessarily

set equitably among all purchasers or classes of purchasers of

17 commission may make recommendations to individual hospitals

review

6 beds or to convert them to meet unfilled needs, and the need

15

The

In conducting rate

5 efficiency in hospital operation, the need to close surplus

10

13 aggregate revenues as expressed by rates are reasonably

(3)

4 act, the commission shall consider the need for increased

19

services, including hospitals.
Section 11.

Exercise of rate review and approval.--To

properly carry out its authority the commission shall:
(1)

Immediately upon the effective date of this act

begin to compile all relevant financial and accounting data in

20 order to have available the statistical information necessary

21

duties the commission shall have the power to review at least

3.

21

22

a nnually the projected annual revenues of any hospital which

3.

22 include, but not be limited to, necessary operating expenses,

23 d oes not meet such criteria and approve the rates proposed to

24 generate that revenue.
25

services at rates

No such hospital shall charge for

3.

other than those approved by the commission. 3

to properly conduct rate review and approval.

Such data shall

23 appropriate expenses incurred for providing services to

24

patients who cannot or do not pay, all properly incurred

2 5 i nterest charges, and reasonable depreciation expenses based

� The schedule of rates in effect for a hospital on January 1,

3

21

1978, shall be considered by the commission as the base rate

� on the expected useful life of the property and equipment

3

27

�

for that

3

29

to order such hospital to eliminate from its schedule of rates 3

� the types and classes of charges which cannot be changed by
29

that portion of any rate beyond the base rate which is not

hospitals under its jurisdiction, except as provided by the

30

30

procedure contained in section 12, and it shall also obtain

31

from each hospital a current rate schedule as well as any

hospital.

The commission is authorized and directed

31
10
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11
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subsequent amendments or modifications of that schedule as it

4.7

2 may require.
(2)

Encourage to the maximum extent possible the

4 development of methods of incentive reimbursement which permit
5

a hospital under its jurisdiction to retain and spend, subject

4.7,
4.71

6 to the limitations imposed by sections 381.493 through
s r esult when, through managerial efficiency, the facility
10 approved without compromising quality of care.

In addition,

11 favorable consideration should be given to programs which

12 permit hospital employees to receive all or part of any
u savings in operating costs which result from improved
(3) (a)

The rates as approved by the commission for a

16 hospital under its jurisdiction shall be sufficient as

17 projected to enable the hospital to obtain its total financial

4.7,
4.7.
4.7

4.7
4. ·

IB r equirement from proposed operating revenues, and shall

4.·

19 include, but not be limited to, necessary operating expenses,

4.

� appropriate expenses incurred for providing services to
21 p atients who cannot or- do not pay in full, all properly

4.

22 incurred interest charges, taxes, reasonable depreciation

4.

n e xpenses based upon the expected useful life of the property

4,

24 and equipment involved, adequate working capital, to the
� e xtent not otherwise paid to the hospital, appropriate

4.

� educational expenses and expenses for research related to

4.

v

patient care and for approved future expansion and

4.

28 amortization of capital expenditures properly incurred.

•1

29

(bl

In preparing rate filings a hospital shall

4.

amortize its surpluseE and deficits in relation to its total

4.

31 financial requirement over a period of not less than 1 year.

4 •.

12
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3 not include funds designated by the donor as capital funds.

4.

4

4.

5

(c)

The rates for nonprofit hospitals shall enable

them to render effective and efficient services on a solvent
The rates for hospitals for profit shall enable them

4.
4.

7 to provide effective and efficient services and permit a fair

4.

9 hospital.

4.

a r ate of return based upon the fair value of the equity of the

14 productivity.
15

4.

2 projected to reduce the income acquired from rates, but shall

6 b asis.

381.497, Florida Statutes, all or part of any savings which
9 operates at a cost below the budgeted rates prospectively

Operating revenues from sources other than rates shall be

The rates for governmental hospitals shall take

w into consideration the amount of tax-raised funds appropriated

11 to the hospital and the purposes for which the appropriations

12 are made.
13

Section 12.

Rate change procedure.--From and after the

14 date determined by the commission, pursuant to section 10, no

15 hospital subject to the jurisdiction of the commission shall
16
17

change or amend that schedule of rates and charges of the type

4.
4.
4.

4.

and class which cannot be changed without prior approval of

IB t he commission, except in accordance with the following

4.

19 procedure:
(1)

Any request for a change in rate schedules or

4.

other charges must be filed in writing in the form and content

4.

22

prescribed by the commission and with such supporting data as

4,

23

t he commission deems appropriate.

21

No hospital shall implement 4,

24 such changes except after prior notice to the commission of at
25

least 30 days from the date the proposed rate is intended to

4

�

go into effect.

4

27

suspend the effective date of any proposed change.

28

such case a formal written statement of the reasons for the

Upon receipt of notice, the commission may
In any

29 suspension will be promptly submitted to the hospital.

4

Unless

� suspended, a proposed change shall go into effect upon the
31

4

date specified in the application.
13
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4

(2)

In any case where a proposed rate change is

4.6

2 suspended, the commission shall promptly institute proceedings

4.6

3 to investigate the reasonableness of the proposed changes.

4.6

(1)

2 r especting the exercise of the powers conferred by this act.
3

4 T he suspension may extend for a period of not more than 60
5 days beyond the date the proposed change would otherwise go

4.6

6 into effect.

After the expiration of 60 days from the date

4.6

the rate is intended to go into effect the new rate will go

4.7

10

(3)

4.7

Such proposed changes in rates shall be considered

11

at a public hearing, at a time and place to be determined by

12

the commission.

13 commission.

4.7

The hearing shall be conducted by the

Evidence for and against the requested change may

14 b e introduced at the time of the hearing by any interested
15 party and witnesses may be heard.

The hearing may be

16 c onducted without compliance with formal rules of evidence.

17

18

(4)

4.7

The commission shall request an impact statement

from the health systems agency in whose health service area
The

19

the hospital requesting a change in rates is located.

21

determined by the commission and shall include potential

� statement shall be provided in a form and content to be

22 e ffects of the proposed rate change upon health care costs and

4.7
4.7
4.7
4.7
5.(
5.(
5.
5.

23 health care service delivery in the area served by the
24 h ospital.
(5)

25

5.
Every decision and order of the commission shall

u

be in writing and shall state the grounds for the commission's

27

decisions.

28

n ature.

n
30

The effects of such orders shall be prospective in

Section 13.

Powers of the commission.--In addition to

the powers granted to t?1e commission elsewhere in this act,

31 t he commission:

14
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5.
5.
5.
5.

(2)

Shall conduct investigations and require the

5
5
5

4 f iling of information relating to any matter affecting the

5

5 c ost of services in all hospitals subject to the provisions of

5

p apers, records, and documents in connection therewith, the

5

8 c ommission chairperson having authority to administer oaths or

5

6 t his act, and may hold public hearings and subpoena witnesses,

into effect, if the commission does not approve, disapprove,
9 or modify the request by that time.

Shall adopt and may amend and repeal rules

9 affirmations in any hearing or investigation.
10

(3)

Shall prepare and publish such summaries,

11

c ompilations or other reports as will advance the purpose of

12

t his act.

13

be open to public inspection, shall be made available to

All such summaries, compilations and reports shall

14 requesting agencies, and shall be prepared within a reasonable

15 time following the end of each hospital's fiscal year or with

5
5

5
5
5
5

16 such greater frequency as may be specified by the commission.
17

(4)

Shall exercise, subject to the limitations and

5

18 r estrictions herein imposed, all other powers which are

5

w

of this act, including taking such actions as are necessary to

5

�

qualify for delegation of authority to perform rate review and

5

22

approval, or to receive grants for the purpose of

19 r easonable and necessary to carry out the expressed purposes

23 demonstrating· the effectiveness of rate review and approval,
M as the Federal Government may make available to the states.
25

u
27

Section 14.

Commission studies and data.analysis.--The

c ommission shall perform analyses and studies relating to
health care costs, and shall be empowered to publish and

28 disseminate such information, as it deems desirable in the
� p ublic interest.
30
31

Section· 15.

Commission accountability.--on or before

March l of each year, the commission shall prepare and
15
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5

transmit to the Governor, the Insurance Commissioner and �he
2 Legislature a report of commission operations and activities

3 for the preceding year.

This report shall include copies of

5.2

5.2E

5 this act together with such facts, suggestions, and policy

5.2e

The

2 religion of such church or denomination.

5.2£

4 summaries, compilations, and supplementary reports required by
6 recommendations as the commission deems necessary.

prayer or spiritual means for healing in the practice of the
3

9 Florida Statutes.

Section 16,

10

Commission budget.--The commission shali

5 is the legislative intent that the other provisions and

5. '!E

6 applications hereof shall not be thereby affected.
Section 20.

5,;!

5.:

9
10

5.

13 Upon the approval of the budget by the Legislature, the

5.

14 h ospitals subject to this act shall be assessed the amount

13

5.

14

5.

15

15 thereof upon an equitable basis to be determined by the

16 commission, but not to exceed four one-hundredths of 1 percen�
17

of each hospital's gross operating costs for its last fiscal

ra

year

5,
5,

ending on or before December 31 of the preceding calendar

19 year.

from general or special appropriations, or by grants from

�

other sources.

5.;

5.2

23 violates the provisions of this act shall be punished by a

5.@

24

Section 17.

fine not exceeding $1,000 per day in violation, to be fixed1

25 imposed, and collected by the commission.

26
27
�

Each day in

violation shall be considered a separate offense.
Section 18.

12

16

17
19
20
21

Penalty.--Any hospital which knowingly

22

11

18

The balance of the budget, if any, shall be financed

20

This act shall take effect July 1, 1978.

8

11 a nnually prepare a bqdget which shall include its estimated

12 i ncome and expenditures for administration and operation.

Sev�rability.-•In the event that any

4 provis ion or application of this act is held to be invalid, it

Insurance Commissioner shall consider this report in the

a execution of his responsibilities under section 627.411,

Section 19.

Exemption.--The provisions of this act

shall not apply to any institution conducted by or for the

29 adherents of any w�ll r�cognized church or religious

30

denomination for the purpose of providing facilities for the

31

care or treatment of the sick who depend exclusively upon
16
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26

5.�

27
�

5. 2:
5. 21

29
30
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5
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8

11
12
13
14
15
16
17
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19
20
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24
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26
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1: I

HOUSE SUMMARY

l:r

Creates the "Hospital Cost Containment Act of 1978" to
establish a cost containment program with respect to
institutional providers of health services. Creates the
Florida Hospital Commission within the DepartMent of
Health and Rehabilitative Services to be composed of
seven members appointed by the Governor. Provides for
r epresentative membership, organization, and duties of
t he commission.

5.�
5.5

Requires the commission to specify a uniform system of
financial reporting to be adopted by all hospitals under
the jurisdiction of or licensed by the department.
Requires hospitals to file certified financial disclosure
r eports with the commission. Authorizes the commission
t o cause a hospital to be audited or examined. Requires
t he contents of all reports to be open for public
i nspection.

5. !
5. !

Authorizes the commission to review the projected annual
r evenues of any hospital, and with respect to hospitals
w hich do not meet cost increase criteria adopted by the
commission, to approve the rates proposed to generate
t hat revenue. Prohibits any such hospital from charging
for services at rates other than those approved by the
commission. Directs the commission to order any such
hospital to eliminate any portion of a rate beyond the
base rate not justified by higher costs to the hospital.

5.!

Authorizes the commission to perform duties authorized by
federal law relating to rates charged by institutional
providers of health services.

5.5

Provides a procedure for rate review and approval by the
c ommission and for rate changes of those types of rates
determined by the commission to be changeable. Empowers
t he commission to adopt rules, conduct investigations and
h old hearings.

5.5

Requires the commission to report annually to the
Governor, the Insurance CoIDmissioner, and the
Legislature. Provides for funding of the commission
p artially by assessments against hospitals subject to the
act.

5.5

Provides that any hospital which violates the provisions
of the act is subject to a fine of $1,000 per day for
each day in violation. Exempts institutions conducted by
or for the adherents of any well recognized religious
denomination.

28
29
30
31

18
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5.!
5.!

5. !
5.!

5.!
5.5
5.�

5.5

5.5'
5.5'
5.5·
5.5'.

Florida Senate - 1979
By

SB

Senator Gordon

77

A bill to be entitled
An act relating to health care facilities and
services; requiring each phy sician, osteopathic
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physician, podiatrist, or dentist having a
legal or equitable interest in, or who is an
employee, partner, director, owner,
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9

facilities or services, to file an annual
report with the Department of Health and

10

Rehabilitative Services, disclosing all

11

business and financial transactions with that

12

same health care facility or service provider,

13

other than compensation received for direct

14

provision of professional services; providing

15

that each patient referred to such a facility

16

or service be furnished a brief statement

17

disclosing the interest of such physician,

18

osteopath, podiatrist, or dentist in that

19

facility or service; requiring physicians,

20

osteopaths, and podiatrists to report annually,

21

to the department, any financial interests in

22

pharmaceutical firms; providing that any person

23

who is a trustee, director, or officer of any

24

nonprofit hospital, ambulatory surgical center,

25

or nursing home and is also an employee,

26

partner, director, or officer of a partnership,

27

firm, corporation, or other business entity, or

28

owns 3 percent or more interest in such

29

business entity, shall file annual reports with

30

the department, disclosing in detail all

31

business transactions between such hospital,
1
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Florida Statutes, each podistrist licensed under chapter 461,

home, or center and such business entity that

Florida Statutes, and each dentist licensed to practice

the trustee, director, or officer is associated

dentistry under chapter 466, Florida Statutes, who is the

with; providing conditions and administrative
penalties for those who fail to report as
required; prohibiting commissions, kickbacks,
rebates, or split fee arrangements for patient
referrals to a hospital, nursing home,
ambulatory surgical center, or clinical
laboratory; authorizing the Department of
10

Health and Rehabilitative Services to set

11

penalties for violation; amending s. 395.12,

12

Florida Statutes; providing that the public may

13

have access to information received by

14

licensing agencies, except for confidential

15

medical information; providing an effective

16

date.

17
19
21

Section 1.
(1)

Definitions.--As used in this act:

"Pharmaceutical firm• means a business entity

22 engaged in the preparation, derivation, production,

23 compounding or repackaging of any drug as defined in s.
24 500.03(4), Florida Statutes.

25

(2)

"Department• means the Department of Health and

26 Rehabilitative Services.
27

5 employee, partner, director, owner, stockholder, or officer
6 of, a hospital, nursing home, home health agency, dental
laboratory, pharmacy, clinical laboratory, ambulatory surgical
8 center, or business engaged in the distribution, servicing, or
selling of optical or prosthetic devices shall file an annual
10 report with the department, in a manner prescribed by the
11 department, disclosing in detail the nature and extent of all
12 business and financial transactions, other than compensation
l3 for the direct provision of professional services, conducted
14 with the hospital, nursing home, home health agency, dental
15 laboratory, pharmacy, clinical laboratory, ambulatory surgical

center, or business engaged in the distribution, servicing, or
17 selling of optical or prosthetic devices in which he is an

18 Be It Enacted by the Legislature of the State of Florida:

20

holder of a beneficial or legal interest in, or who is an

Section 2.

Public disclosure of financial interest in

a health fac1·11·t1·es and services
by certain licensed health care
·

29 providers.--Each physician licensed to practice medicine under
30 chapter 458, Florida Statutes, each osteopathic physician

31 licensed to practice osteopathic medicine under chapter 459,
2
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18 employee, partner, director, owner, stockholder, officer, or

19 holder of any other beneficial or legal interest.

A brief

statement disclosing the existence of such interest shall be
21 developed by the department, and a copy of this statement
22 shall be furnished to the person who filed it, and such person
23 shall furnish a copy to each patient referred to such a
U facility or service.

25

Section 3.

Annual report of ownership of financial

� interest in a pharmaceutical firm.--Each physician licensed to
27 practice medicine under chapter 458, Florida Statutes, and

a each osteopathic physician licensed to practice osteopathic
medicine under chapter 459, Florida Statutes, and each
podiatrist licensed under chapter 461, Florida Statutes, who
directly or indirectly holds any financial interest in a
3
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and shall adopt rules which assess administrative penalties

pharmaceutical firm, whether such interest is a beneficial or

for failure to file as required.

legal interest, shall file an annual report with the

department, in a manner prescribed by the department,
disclosing such financial interest.

Financial interest shall

include, but shall not be limited to, the following:
(1)

Direct or indirect ownership of stock, bonds,

debentures, or commercial paper issued by a pharmaceutical
firm;

10

(2)

(3)

Loan from or to a pharmaceutical firm; or

Lease or rental agreement between a physician and

11 pharmaceutical firm.

12

Section 4.

Annual report of business transactions with

13 nonprofit health care facility by trustee, director, or

1 4 officer.--Any person who is an employee, partner, director, or
15 officer of a partnership, firm, corporation, or other business

1 6 entity, or who is a beneficial or legal owner of 3 percent or

17 more of the interest in such business entity, and also is a

18 trustee, director, or officer of any nonprofit hospital,

19 ambulatory surgical center, or nusing home, shall file an

� annual report with the department, in a manner prescribed by

21 the department, disclosing in detail the nature and extent of

22 all business transactions, other than compensation for the

23 direct provision of professional services, conducted between

24 the hospital, ambulatory surgical center, or nursing home of

25 which the person is a trustee, director, or officer, and the
26 partnership, firm, corporation, or other business entity of

27 which that trustee, director, or officer is an employee,

n partner, director, officer, or in which he is the holder of 3
� 1 percent or more of the legal or beneficial interest.

mj

Section 5.

Penalties.--The department shall specify a

3l date by which the reports required by this act shall be filed,
4
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(1)

(2)

4

Such penalties may include:

A fine not to exceed $500;

If applicable, a recommendation by the department

5 to the appropriate licensing board that disciplinary action be
6 taken; o r

(3)

Public notice that an individual has failed to

8 file a report as required under this act.
Section 6.
(!)

10

Rebates prohibited; penalties.--

It is unlawful for any person to pay or receive

ll any commission, bonus, kickback, rebate, or engage in any

12 split fee arrangement in any form whatsoever with any

13 physician, surgeon, organization, agency, or person, either
14 directly or indirectly, for patients referred to:

45

"-·J

17

(a)

A hospital licensed under chapter 395, Florida

(b)

A nursing home licensed under chapter 400, Florida

(c)

A clinical laboratory licensed under chapter 483,

(d)

An ambulatory surgical center licensed under

(2)

The department shall adopt rules which assess

Statutes;

18 Statutes;

21

Florida Statutes; or

22 chapter 395, Florida Statutes.
23

24 administrative penalties for acts prohibited by subsection
25 (1).

In the case of an entity licensed by the department,

26 such penalties may include any disciplinary action available
27 to the department under the appropriate licensing laws.

In

� the case of an entity not licensed by the department, such

30

31

penalties may include:
(a)

A fine not to exceed $1,000;
5
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(b)

nursing home, to file an annual report with the
department, disclosing all business transactions
conducted between such hospital, center, or home and such
business entity. Prohibits commissions, bonuses,
kickbacks, rebates, and split fees for referrals of
patients to hospitals, nursing homes, ambulatory surgical
centers, or laboratories. Authorizes the department to
adopt rules assessing penalties for any violation.
Amends s. 395.12, F.S., to provide that the public may
have access to information received by the licensing
agencies of hospitals, except for confidential medical
information.

If applicable, a recommendation by the department

to the appropriate licensing board that disciplinary action be
3 taken; o r
(c)

Public notice that an individual has failed to

5 file a report as required under this act.
Section 7.

Section 395.12, Florida Statutes, is

amended to read:
395.12

Accessibility of information to the public

eoft£idefteie¼.--Information received by the licensing agency
10 through filed reports, inspection, or as otherwise authorized
11 under applicable �his law, exclusive of confidential medical
12 information, shall ftoe be accessible to the public dise!osed
13 ptte±ie!y-iR-stteh-ffleftfter-es-eo-ideftei£y-iftdiviatte¼s-er
14 hespi�a¼s7-eMeepe-ift-a-preeeediftg-iftve¼viftg-ehe-�tteseieft-e£
16

Section 8.

This act shall take effect upon becoming a

17 law.
19

' *****************************************

20

SENATE SUMMARY

22
23
24
25
26
27
28
29
30
31

12
13
14

17
18

18

21

11

Provides that each physician, osteopathic physician,
podiatrist, or dentist who has a legal or equitable
interest in, or who is an employee, partner, officer,
director, owner, or stockholder of certain health care
facilities or services shall file annual reports with the
Department of Health and Rehabilitative Services,
disclosing all business and financial transactions,
except compensation for professional services, between
such health care facility or service and the physician,
osteopath, podiatrist or dentist. Requires that each
patient who is referred to such health care facility or
service be furnished a statement disclosing such interest
by the physician, osteopath, podiatrist or dentist.
Requires physicians, podiatrists, and osteopaths to
report annually to the department any financial interests
in any pharmaceutical firms. Requires any person who is
an. employee, partner, director, or officer of a
partnership, firm, corporation, or other business entity,
or who holds 3 percent or more interest in such entity,
and who is also a trustee, director, or officer of any
nonprofit hospital, ambulatory surgical center, or
6
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23
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26
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28
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_j
30
31

7
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' Florida House of Representatives - 1979

HB 334

By Representatives Gordon, Fox, Margolis and Cherry
A bill to be entitled
2

An act relating to health care facilities and
services; requiring physicians, osteopathic
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physicians, and dentists who have a legal or

5

equitable interest in or who are employees,

6

partners, directors, owners, stockholders, or
officers of certain health care facilities or

8

services to file an annual report with the

9

Department of Health and Rehabilitative

10

Services, disclosing all business and financial

11

transactions, except compensation received for

12

direct provision of professional services, with

13

that same health care facility or service

14

provider; providing that the department shall

15

furnish to each patient referred to such a

"'

16

facility or service a brief statement

.. ..c

17

disclosing the interest of such physician,

18

osteopath or dentist in that facility or

19

service; requiring physicians and osteopaths to

u"'

20

report annually to the department any financial

U'+-

21

interests in pharmaceutical firms; providing

22

that any person who is a trustee, director, or

23

officer of any nonprofit hospital or nursing

24

home and is also an employee, partner,

25

director, or officer of a partnership, firm,

26

corporation, or other entity, or owns 3 percent

27

or more interest in such business entity, shall

28

file annual reports with the department,
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29

disclosing in detail all business transactions

30

between such hospital or home and such business

31

entity that the trustee, director, or officer
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is associated with; providing conditions and
administrative penalties for those who fail to

2 of, a hospital, nursing home, home health agency, dental

report as required; prohibiting commissions,

1.22

kickbacks, rebates, and split fee arrangements

1.23

for patient referrals to a hospital, nursing
home, or clinical laboratory; providing

1.24

administrative penalties for violation of this

1.25

referral prohibition; amending s. 395.12,
Florida Statutes; providing that the public may
10

have access to information received by

11

licensing agencies, except for confidential

12

medical information; providing an effective

13

date.

1.26
1.27
1.28

14
15

Be It Enacted by the Legislature of the State of Florida:

l:enc

16
17
18
W

Section 1.
(1 )

Definitions.--As used in this act:

"Pharmaceutical firm" means a business entity

21
22

1.28
1.29

engaged in the preparation, derivation, production,

� compounding or repackaging of any drug as defined in s.

1.30

500.03(4), Florida Statutes.
(2)

"Department• means the Department of Health and

Section 2.

3 laboratory, business engaged in the distribution, servicing,

1.31

Public disclosure of financial interest in

1.32

25

health facilities and services by certain licensed health care 1.33

�

providers.--Each physician licensed to practice medicine under

ll

chapter 458, Florida Statutes, each osteopathic physician

�

licensed to practice osteopathic medicine under chapter 459,

1.35

�

Florida Statutes, and each dentist licensed to practice

1.36

30

dentistry under chapter 466, Florida Statutes, who is the

1.36/1

31

holder of a beneficial or legal interest in, or who is an

1.36/2

2
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i.34

1.36/�
1.36/4

4 or selling of optical or prosthetic devices, pharmacy, or

1.36/�

5 clinical laboratory shall file an annual report with the

1.36/E

6 department, in a manner prescribed by the department,
disclosing in detail the nature and extent of all business and

1.36/,

8 financial transactions, other than compensation for the direct

1.36/E

9 provision of professional services, conducted with the

l.36/5

10 hospital, nursing home, home health agency, dental laboratory,
11 business engaged in the distribution, servicing, or selling of

1.36/J

12 optical or prosthetic devices, pharmacy, or clinical

1. 36/:

13 laboratory in which he is an employee, partner, director,

1.36/:

14 owner, stockholder, officer, or holder of any other beneficial
lS or legal interest. A brief statement disclosing the existence

1.36/.

16

of such interest shall be developed by the department, and a

n

referred to such a facility or service.

17 copy of this statement shall be furnished to each patient
19

section 3.

Annual report of ownership of financial

20 interest in a pharmaceutical firm.--Each physician licensed to
n

D Rehabilitative Services.
H

employee, partner, director, owner, stockholder, or officer

1.21

practice medicine under chapter 458, Florida Statutes, and

n each osteopathic physician licensed to practice osteopathic
23 medicine under chapter 459, Florida Statutes, who directly or
24 indirectly holds any financial interest in a pharmaceutical
25 firm, whether such interest is a beneficial or legal interest,
26

shall file an annual report with the department, in a manner

27

prescribed by the department, disclosing such financial

28

interest.

1!I

limited to, the following:

Financial interest shall include, but shall not be

30
31
3
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1.58
1.59
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(1)

Direct or indirect ownership of stock, bonds,

2 debentures, or commercial paper issued by a pharmaceutical

1.60
1.61

3 firm;
4

(2)

Loan from or to a pharmaceutical firm; or

1.62

(3)

Lease or rental agreement between a physician and

1.62

6 pharmaceutical firm.
Section 4.

1.63

Annual report of business transactions with

nonprofit health care facility by trustee, director, or

(2)

9 officer.--Any person who is an employee, partner, director, or

1.65

10 officer of a partnership, firm, corporation, or other business

1.67

11 entity, or who is a beneficial or legal owner of 3 percent or

2.7

3 disciplinary action be taken; or
(3)

Public notice that an individual has failed to

2.8

5 file a report as required under this act.
Section 6.
(!)

Rebates prohibited; penalties.--

2.9

It is unlawful for any person to pay or receive

2.10

s any commission, bonus, kickback, rebate, or engage in any

2.11

9 split fee arrangement in any form whatsoever with any
10 physician, surgeon, organization, agency, or person, either

2.12

11 directly or indirectly, for patients referred to:

2.13

12

2.13

12 more of the interest in such business entity, and also is a

1.69

13 trustee, director, or officer of any nonprofit hospital or

1.70

13 Statutes;

14 nusing home, shall file an annual report with the department,

1.71

14

15 in a manner prescribed by the department, disclosing in detail

2,6

2 department to the appropriate licensing board that

1.63
1.64

Where applicable, a recommendation by the

15

(a)

A hospital licensed under chapter 395, Florida

2.14
A nursing home licensed under chapter 400, Florida

(bl

2.14
2.15

Statutes; or

N the nature and extent of all business transactions, other than

1.72

16

(c)

17 compensation for the direct provision of professional

1.73

17

Florida Statutes.

18

1.74

18

(2)

1.75

19 administrative penalties for acts prohibited by subsection

2.17
2.18

services, conducted between the hospital or nursing home of

19 which the person is a trustee, director, or officer, and the
� partnership, firm, corporation, or other business entity of

A clinical laboratory licensed under chapter 483,
The department shall promulgate rules which assess

�

(1).

21 which that trustee, director, or officer is an employee,

1.76

21

such penalties may include any disciplinary action available

22 partner, director, officer, or in which he is the holder of 3

2.1

n to the department under the appropriate licensing laws.

2.1/1

" The department shall require the filing of the reports

� penalties may include:

2,1/2

�

required by this act by a specified date and shall adopt rules

-2.1/3

H

V

which assess administrative penalties for failure to file as

�

required.

n percent or more of the legal or beneficial interest.
�

29

Section 5,

(1)

Conditions and administrative penalties.--

�

2.1/4

29
30

(bl

If applicable, a recommendation by the department

2.20/

(c)

Public notice that an individual has failed to

file a report as required under this act,

31

4
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2.20
2.20/

taken; o r

A fine not to exceed $500;

2.19

A fine not to exceed $1,000;

to the appropriate licensing board that disciplinary action be

�

2.16

(a)

27

2,1/4

31

In

23 the case of an entity not licensed by the department, such

Such penalties may include:

30

In the case of an entity licensed by the department,

2.15

s
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2.22
2.23
2.24

Section 7.

Section 395.12, Florida Statutes, is

2.24

2 amended to read:
395.12

Accessibility of information to the public

2.25

4 eeR�ieeReia¼.--Information received by the licensing agency

2.26

5 through filed reports, inspection, or as otherwise authorized

2.27

under applicable ehis law, exclusive of confidential medical

2.28

information, shall Ree be accessible to the public e¼se¼esee

2.29

8

pliB¼ie¼y-iR-sliek-aaRReE-as-ee-ieeRe¼Ey-iReiYielials-eE

2.30

9

hespiea¼s 7 -e�eepe-¼R-a-pEeeeeefR,-fRY&¼YfRg-eke-�lieseieR-eE

2.31

10

lieeRSliEe.

6

Section 8.

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

27
28
29
30
31

law.

This act shall take effect upon becoming a
HOUSE SUMMARY

Provides that a physician, osteopathic physician, or
dentist who has a legal or equitable interest in or who
is an employee, partner, officer, director, owner, or
stockholder in providers of health care facilities and
services shall file annual reports with the Department of
Health and Rehabilitative Services, disclosing all
business and financial transactions, except compensation
for professional services, between such health care
facility or service and the.physician, osteopath, or
dentist. The department shall furnish to each patient
who is referred to said health care facility or service a
statement disclosing such interest of said physician,
osteopath, or dentist. Physicians and osteopaths are
required to report annually to the department any
financial interests in or with pharmaceutical firms. Any
person who is an employee, partner, director, or officer
of a partnership, firm, corporation, or other business
entity, or holds 3 percent or more interest in such
entity, and is also a trustee, director, or officer of
any nonprofit hospital or nursing home, shall file annual
reports with the department, disclosing all business
transactions conducted between such hospital or home and
such business entity. The department is authorized to
adopt rules which assess administrative penalties for
those who fail to file a report as required.
Commissions, bonuses, kickbacks, rebates, and split fees
for referrals of patients to hospitals, nursing homes, or
laboratories are prohibited. Penalties for violation of
this prohibition are provided, as well as authorization
to the department to promulgate rules which assess
administrative penalties.
Information received by hospital licensing agencies
through filed reports, inspection, or as otherwise
authorized, except confidential medical information, are
required to be accessible to the public.
6
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SIMILAR/'COMPANION BILLS

RELATING To Creation of a Hospital
Cost Containment Board

CS/CS/SB 448

June 15, 1979
I.

SUMMARY
A. PRESENT SITUATION:
Very little reliable and comparable
financial data exist on Florida's hospital revenues and expendi
tures, but we do know that Florida's hospital costs have tri�pled
since 1972. The absence of effective market forces to bring this
cost spiral downward portends even more sharp incre�;es in the cost
of hospital care in Florida's future. Medical care inflation
accounts for an increasing portion of the overall inflation rate.
The recent Miller and Byrne report also· noted that the number of
hospital beds in Florida has continued to increase in spite of
the rather low occupancy rates of existing beds.
B. PROBABLE EFFECT OF PROPOSED CHANGES: The act creates a 9-member
Hospital Cost Containment Board within the�Department of Insurance
with the goal of lowering hospital costs. The Board will develop
a system of uniform financial reporting for hospitals based on a
chart of accounts. The data from this financial reporting system
will be used to review hospital rates and charges and other
indicators. The Board may hold a public hearing to review a
hospital's budget if the hospital's rates and charges or other
statistical indicators are in the upper 20% of such indicators
for its peer group. The board must publish its findings
if such a hearing is held. The board is required to publish a
comparative study of hospital rates and charges at least annually.
Physicians who provide services within a hospital are exempt from
the provisions of the act if they bill for their services separately.
The act also prohibits rebates and kickbacks for referrals to
health care providers, provides for the timely reimbursement of
health care providers by the state, mandates that hospitals have
quality assurance programs, and provides a penalty of a fine
(up to $1000 per day) for failure to file reports or other
required i�formation.

II.

III.

FISCAL IMPACT: It is estimated that the total of Florida's
hospital costs in FY 1978 was $2.34 billion. Based on that figure,
the maximum special hospital assessment of .04% would raise
approximately $936,000 to fund the board's first year activities.
While the potential impact of a hospital rate review program is
difficult to quantify, the program established by this act does
haye the potential to have a significant restraining effect on
the rate of increase of hospital rates.
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CS/HB 334
by the Committe� on HRS
and Reps. Gordon� Bell
Fox, Margolis

OTHER COMMITTEE OF REFERENCE:
None
SIMILAR/IDENTICAL BILL:
SB 484 by
April 3, 1979

I.

Summary
A. Present Situation
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Currently there is no statutory prohibition agal�� �f1JB��m
surgeons, organizations, agencies or persons accepting commissions,
bonuses, kickbacks, rebates or split-fee arrangements for patients
referred to hospitals, nursing homes or clinical laboratories.
B.

Probable Effect of Proposed Change

CS/HB 334 prohibits commissions, bonuses, kickbacks, rebates
and split fees for referral of patients to hospitals, nursing homes
or laboratories.
Section 1. (1) Provides the prohibition on commissions, bonuses,
kickbacks, rebates and split fees.
(2) Provides penalties for violation and authorizes the Department
on Health & Rehabilitative Services to promulgate rules which assess
administrative penalties.
Section 2. Amends s. 395.12 to require that all information
received by hospital licensing agencies through fil�d re�orts,
inspections or as otherwise authorize�, except confid�ntial medical
information, is required to be accessible to the public.
Section 3.
II.

Provides an effective date.

Fiscal Impact

In terms of general revenue, there would be some cost to the De
partment on Health & Rehabilitative Services through rules development,
maintenance of reports and compliance monitoring.
III.

Comments

The prohibitions provided in CS/HB 334 allow for patients to be
referred to various, specified health care facilities with some assurance
that the referral reflects a health professional's judgement relating to
quality and that it is not a referral resulting from a conflict of in
terest on the part of that professional.
Professional Regulatory Boards have indicated to the legislature
that this statutory prohibition is needed by them in order to provide
necessary disciplinary action when patient referrals are based on a
professional conflict-of-interest and not in the best interest of
patients in need of health care services.
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yThe Committee on--------------------------

Representative
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SB ______

offered the following amendment:
On paife __2___

Iine ___l_G____, strike

everything after the enacting clause

_ _o_hi_ _· bi
_ --"-pe
_ _· t_ed_ ;
_ _. -_ _-________
_ _n_a_ l_t_i_· es
and insert: ____s_e_c_ti_ o_ n_ _ l_.__R_ e_b_a_te_ s_ ____p r

It is unlawful for any person to pay or receive any commission,

(l)

bonus, kickback, rebate, or engage in any split fee arrangement in any
form whatsoever with any physician, surgeon, organization, agency, or
person, either directly or indirectly, for patients referred to:
(a)

A hospital licensed under chapter _395, Florida Statutes; or

(b)

A nursing home licensed under chapter 400, Florida Statutes; or

(c)

A clinical laboratory licensed under chapter 483, Flor1da

Statutes.
The department shall promulgate rules which assess administrative

(2)

penalties for acts prohibited by subsection (1).

In the case of an entity

licensed by the department, such penalties may include any disciplinary
action available to the department under the appropriate licensing laws.
In the case of an entity not licensed by the department, such penalties
may include.: ,
(a)

A fine not to exceed $1,000;
CONTINUED ON PAGE 2

Mr. _____________ moved the adoption of the amendment,
which was adopted.
Form H-62

which failed of adoption.
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PAGE 2

Representative yThe Committee on--------------------------

CS/ HB_�3�3�4'---offered the following amendment;
On page ______, line ______

SB ______

strike

and insert: .------------------------------------

(b)

If applicable, a recommendation by the department to the

appropriate licensing board that disciplinary action be taken; or
(c)

Public notice that an individual has failed to file a

report as required under this act.
Section 2.

Accessibility of information to the public.--

Information received by the licensing agency through filed
reports, inspections, or as otherwise authorized under applicable law,
exclusive of confidential medical information, shall be accessible
to the public.
Section 3.

This act shall take effect October 1, 1979.

Mr. _____________ moved the adoption of the amendment,
which was adopted.
Form H-62

which failed of adoption.
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y'The Committee on--------------------------

CS/ HB-3�3_4,.____

Title
offered the following/ amendment:
On page ___,l:.,._____, line s

SB ______

3-31

, strike

after the semicolon (;)

all language
On page

2

lines

1-13

strik e

all language
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fee arrangements for patient r ef errals to a hospital, n ursing home

or clinical laboratory; providing that the p ublic may have access to
information received by licensing agenci es except for confidential
medical information; providing an eff ective date.

Mr. _____________ moved the adoption of the amendment,
which was adopte<l.
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which failed of adoption.
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Representative yThe Committee on--------------------------

CS/ HB __,_3�34:.---___

Title
offered the following/amendment:
On page_--'l=---- lines

SB _____

3-31

, strike

after the semicolon (;)

all language
On page

2

lines

1-13

strike

all language

and insert:

prohibiting commissions, kickbacks, rebates and split

fee arrangements for patient referrals to a hospital, nursing home
or clinical laboratory; providing that the public may have access to
information received by licensing agencies except for confidential
medical information; providing an effective date.

Mr. _____________moved the adoption of the amendment,
which failed of adoption.
Form H-62
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services; prohibiting commissions, kickbacks,

4

rebates, or split fee arrangements for patient

5

referrals to a hospital, nursing home,

6

ambulatory surgical center, clinical
laboratory, or pharmacy; authorizing the

8

Depart�ent of Health and Rehabilitative

9

Services to set penalties for violation;
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(1)

Rebates prohibited; penalties.--

It is unlawful for any person to pay or receive

16 any commission, bonus, kickback, rebate, or engage in any

17 split fee arrangement in any form whatsoever with any

18 physician, surgeon, organization, agency, or person, either

� § 19 directly or inqirectly, for patients referred to:
E·�

B�

.g E

20

(a)

A

hospital licensed under chapter 395, Florida

u .,e 21 Statutes;

·� C:

:E 1:;

I- --

(b)

A nursing home licensed under chapter 400, Florida

23 Statutes;
(c)

24

A clinical laboratory licensed under chapter 483,

25 Florida Statutes;
(d)

26

An ambulatory surgical center licensed under

27 chapter 395, Florida Statutes; or
(e)

28

A pharmacy registered under chapter 465, Florida

29 Statutes.
(2)

30

The Department of Health and Rehabilitative

31 Services shall adopt rules which assess administrative
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penalties for acts prohibited by subsection (1).

In the case

2.14/4

2 of an entity licensed by the department, such penalties may

2.14/5

3 include any disciplinary action available to the department

2.14/6

4 under the appropriate licensing laws.

In the case of an

5 entity not licensed by the department, such penalties may

2.14/7

6 include:
7

(a)

A fine not to exceed $1,000;

2.14/8

8

(b)

If applicable, a recommendation by the department

2.14/8

9 to the appropriate licensing board that disciplinary action be
10 taken.

tt
12 law.

Section 2.

This act shall take effect upon becoming a

13

*****************************************

14

SENATE SUMMARY

15

16
17
18
19

20

Prohibits commissions, kickbacks, rebates, or split fee
arrangements for patient referrals to a hospital, nursing
home, ambulatory surgical center, clinical laboratory, or
pharmacy. Requires the Department of Health and
Rehabilitative Services to adopt rules which assess
administrative penalties for violations. Authorizes the
department to take disciplinary action against a
violating entity licensed by the department and to assess
penalties against entities not licensed by the
department.

21
22
23
24
25
26
27
28
29
30
31

2
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IJATE:_APr i l 11, 1979 {Re v i s e d)
SEilATE STAFF ANALYSIS AND ECO:lOMIC IMPACT STI\TEMEiH
Ar!ALY.il

ilAf.E...JUBilll2B.

1. McCallistJ'\ Ca.mes

e_

llp

2 �,
R.E..Ef.Bftiil
":'I
11.

1.

HRS=--- Fav. ___

2. ----------

2.

cdm.

3.

3. -----

SUBJECT:

BILL /lo, AND SPONSOR:

Health care facilities and services;
prohibiting kickbacks for patient referrals
I.

SB 484 by

------1

Senator M:;Knigh

SUMMARY:

A.

Present Situation:

Section 400.17, Florida Statutes, prohibits the offering, making, or
receipt of bribes, kickbacks, etc. in connnection with services provided
to a nursing hOill:! patient. There are no statutory provisions prohibiting
such paynents for patient referrals to facilities other than nursing hares.
B.

Effect of Proposed Changes:

Paying or receiving rebates, kickbacks, etc. for referring patients to
hospitals, laboratories, nursing hones and ambulatory surgical centers
would be specifically prohibited and penalties for such actions ¼Ould be
provided.
II.

ECXNCMIC IMPACT' AND FISCAL NOI'E:
A.

Public:

'Ihe public should benefit generally by the prohibition on rebates, etc.,
since the cost of such payrrents must eventually be passed on to the patient
but do rot contribute to the quality of his care.
B.

Governrrent:

The Departrrent of Health and Rehabilitative Services has indicated that
there should be no significant fiscal inpact resulting from this bill
since any required activities can be incorp::,rated into existing licensure
and rulenaking functions.
III.

r.v.

CCH'IENTS :

None.
.AMENDMENrS:

None.
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A bill to be entitled
2

An act relating to health-care facilities and

3

services; prohibiting commissions, kickbacks,

4

rebates, or split fee arrangements for patient

5

referrals to a hospital, nursing home,

6

ambulatory surgical center, clinical

7

laboratory, or pharmacy; authorizing the

8

Department of Health and Rehabilitative

9

Services to set penalties for violation;

10
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providing an effective date.

11
12

Be It Enacted by the Legislature of the State of Florida:

13
14

Section 1.

15

(1)

Rebates prohibited; penalties.--

It is unlawful for any person to pay or receive

16

any commission, bonus, kickback, rebate, or engage in any

17

split fee arrangement in any form whatsoever with any

18 physician, surgeon, organization, agency, or person, either
19
20
21
22
23
24

directly or indirectly, for patients referred to:
(a)

A hospital licensed under chapter 395, Florida

Statutes;
(b)

A nursing home licensed under chapter 400, Florida

Statutes;
(c)

A clinical laboratory licensed under chapter 483,

25 Florida Statutes;
26

(d)

An ambulatory surgical center licensed under

n chapter 395, Florida Statutes; or
28
29
30
31

(e)

A pharmacy registered under chapter 465, Florida

Statutes.
(2)

The Department of Health and Rehabilitative

Services shall adopt rules which assess administrative
1
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penalties for acts prohibited by sub section (1).

In the case

2 of an entity licensed by the department, such penalties may
3 incl ude any disciplinary action available to the department
4 under the appropriate licensing laws.

In the case of an

5 entity not licensed by the department, such penalties may
6 incl ude:
7

(a)

A fine not to exceed $1,000;

8

(b)

If applicable, a recommendation by the department

9 to the appropriate licensing board that disciplinary action be
10 taken.
Section 2.

11

This act shall take effect upon becoming a

12 law.
13
14
15

..

16
17
18
19

20
21
22
23
24

25
26

27
28
29

30
31
2
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SUBJECT:

BILL

Ilealth care facilities and services;
prohibiting kickbacks for patient referrals
I.

�

Fav. __

llo. AND SPONSOR:
SB 484 by Senator M::Knigh

SUMMARY:
A.

Present Situation:

Section 400 .17, Florida Statutes, prohibits the offering, making, or
receipt of bribes, kickbacks, etc. in connnection with services provided
to a nursing harre patient. There are no statutory provisions prohibiting
such payments for patient referrals to facilities other than nursing horres.
B.

Effect of Proposed Changes:

Paying or receiving rebates, kickbacks, etc. for referring patients to.
hospitals, laboratories, nursing horres and ambulatory surgical centers
would be specifically prohibited and penalties for such actions v.Duld be
provided.
II.

ECXNCM[C IMPACT AND FISCAL NOI'E:
A.

Public:

'Ihe public should benefit generally by the prohibition on rebates, etc.,
since the cost of such payrrents must eventually be passed on to the patient
but do IX>t cxmtribute to the quality of his care.
B.

Governrrent:

The Deparbrent of Health and Rehabilitative Services has indicated that
there should be no sign ificant fiscal inpact resulting from this bill
since any required activities can be incorporated into existing licensure
and rulerraking functions.
III.

rv.

CCM>:IENTS :
None.
AMENDMENI'S:
None.
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A bill to be entitled

2

An act relating to health-care fac'ilities and

3

FLO
DE
R
Talia

services; prohibiting commissions, kickbacks,

4

rebates, or split fee arrangements for patient

Series

referrals to a hospital, nursing home,

5

6

lr"

Cart,m 7 2

ambulatory surgical center, clinical

7

laboratory, or pharmacy; authorizing the

8

Department of Health and Rehabilitative

9

Services to set penalties for violation;

10

providing an effective date.

11

13
14

Section 1.

15

(1)

Rebates prohibited; p enalties.--

It is unlawful for any person to pay or receive

16 any commission, bonus, kickback, rebate, or engage in any
17 split fee ·arrangement in any form whatsoever with any

18 physician, surgeon, organization, agency, or person, either
19 directly or indirectly, for patients referred to:
(a)

20
21

Statutes;

(b)

22

23 Statutes;
24

(c)

A hospital licensed under chapter 395, Florida
A nursing home licensed under chapter

400,

Florida

A clinical laboratory licensed under chapter 48.3,

25 Florida Statutes;
(d)

26

An ambulatory surgical center licensed under

27i chapter 395, Florida Statutes; or
2sl

(e)

A pharmacy registered under chapter

(2)

The Department of Health and Rehabilitative

29: Statutes.
\
I

.
.... ..
.
.....
......
. ..
...
.. .. ..
·.····
..
ett l I

12 Be It Enacted by the Legislature of the State of Florida:

3
:l
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38-774-9
penalties for act s prohibi ted by subsection (1).

In the case

2 of an entity licensed by the department, such penalties may
3 include.any disciplinary action available to the department
4 under the appropriate licensing laws.

In the case of an

5 entity not licensed by the department, such penalties may
6 include:
7

(a)

A fine not to exceed $1,000;

8

(b)

If applicable, a recommendation by the department

9 to the appropriate licensing board that disciplinary action be
10 taken.
Section 2.

11

This act shall take effect upon becoming a

12 law.

.

13

.. .. .. .

14

15
16
17
18
19
20
21
22
23

24
25
26
27;
28 I

I
!

29;
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SUBJECT:

8 I LL

Health care facilities and services;
prohibiting kickbacks for patient referrals

SB 484 by
Senator McKnight

I.

flo, AND SPONSOR:

SUMMARY:
A.

© ® [J) 1y

Fav.
------

Present Situation:
Currently, s. 400.17, Florida Statutes, prohibits
the offering, making, or receipt of bribes, kickbacks,
etc., in connection with services provided to a
nursing home patient. However, there are no statutory
provisions prohibiting rebates for referring patients
to hospitals, nursing homes, clinical laboratories,
ambulatory surgical centers or pharmacies.
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Effect of Proposed Changes:
This bill would enact specific statutory prohibitions
against any person paying or receiving a commission,
bonus, kickback, rebate, or split-fee for referring
patients to hospitals, nursing homes, clinical
laboratories, ambulatory surgical centers, or pharmacies.
The Department of H.R.S. is directed to adopt rules
regarding penalties. Penalties may include fines up
to $1,000 and disciplinary action against licensees
of o.H.R.S. or a recommendation by D.H.R.S. to the
appropriate licensing board that disciplinary action
be taken against a person or entity who violates this
act.

II.

ECONOMIC IMPACT AND FISCAL NOTE:
A.

Public:
If such rebates, kickbacks, etc., are currently being
paid, it is possible that the cost of the payment is
passed on in some form. The prohibition of rebates
could result in lower medical costs.
In addition, a person who knows he will receive a
kickback if he makes a referral to one entity, but not
another, will likely make the referral to the paying
entity regardless of the cost of medical care to the
patient. If such payment is prohibited, however, then
the referring agent may refer the patient to the less
expensive health care provider. This, too, could
result in lower medical costs.

B.

Government:
None.

- III.

COMMENTS:
Technical errors - none noted.
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SUBJECT:

81 LL '.fo, AND SPONSOR:

IIealth care facilities and services;
prohibiting kickbacks for patient referrals
I.

SB 484 by Senator Mc:Knigh

SUMMARY:
A.

Present Situation:

Section 400.17, Florida Statutes, prohibits the offering, making, or
receipt of bribes, kickbacks, etc. in connnection with services provided
to a nursing home patient. There are no statutory provisions prohibiting
such payroonts for patient referrals to facilities other than nursing horres.
B.

Effect of Proposed Changes:

Paying or receiving rebates, kickbacks, etc. for referring patients to
hospitals, laboratories, nursing hones and ambulatory surgical centers
would be specifically prohibited and penalties for such actions 'WOuld be
provided.
II.

ECCNCMrC IMPACI' AND FISCAL NOI'E:
A.

Public:

The public should benefit generally by the prohibition on rebates, etc.,
since the oost of such payments must eventually be passed on to the patient
but do oot contribute to the quality of his care.
B.

Gove:rnrrent:

The Depart:uent of Health and Rehabilitative Services has indicated that
there should be no significant fiscal inpact resulting from this bill
since any required activities can be incorporated into existing lioensure
and rulemaking functions.
III.

CCM-1ENTS:
None.

TV.

AMENDMENTS:
None.
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SUBJECT:

BILL flo. AND SPONSOR:

SB 77 by Senator Gordon

SlJMMARY:
Present Situation:
There are no statutory provisions requiring disclosure of potential
conflict of interest situations by health care providers such as
required by this bill, nor are there any provisions prohibiting rebates
for patient referrals to facilities other than nursing homes.
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Regarding licensure information, s. 395.12, Florida Statutes, requires
that inforroation received by the licensing agency through reports or
other inforroation avenues shall not be disclosed publicly in such
manner as to identify individuals or hospitals, except in a proceeding
involving the question of licensure.

S

B.

Effect of Proposed Changes:
Physicians, osteopathic physicians, podiatrists, and dentists who have
an ownership or managerrent interest in certain health care facilities
would be required to disclose that interest to the Depart:rrent of Health
and Rehabilitative Services and to any patient referred to such a
facility.
Physicians and osteopathic physicians would be required to disclose
any financial interest in pharroaceutical firms.
Persons who have certain associations with a business entity and who
are also a trustee, director, or officer of a nonprofit hospital,
nursing hare, or ambulatory surgical center would be required to disclos
business transactions between the two entities, except for compensation
for professional services.
1\drni.nistrative penalties for willfull failure to file required reports
would be provided.
Rebates for referring patients to hospitals, laboratories, nursing
hones and arrbulatory surgical centers would be specifically prohibited.
Inforroation from licensing surveys of hospitals, except for confidential
medical infonnation, would be made public.

II.

ECXNCMIC IMPACT' AND FISCAL NarE:
A.

Public:
None.

B.

Governrrent:
The Departrrent of Health and Rehabilitative Services would incur certain
expenses in carrying out responsibilities assigned to it by this act.
These expenses would include notification of providers of the require
ments of the act, record keeping, disclosure form developi:rent and
distribution to providers, and surveillance. Departrrental estimates
indicate that program start up and operations during the first year
will require 3.5 Fl'E positions at an approximate cost of $51,928.
During the second year, 4 FIB positions and approximately $51,298 would
be required.

SB 77 - Jack C:ordon
Page 'Tuu
III.

CCMMENTS:
Section 400.17, Florida Statutes, prohibits the offering, making, or
receipt of bribes or kickbacks in connection with services provided
to a nursing hare patient.

N.

AMENDMENTS:
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Creation of a Florida Hospital Commission
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A. PRESENT SITUATION: Very little reliable and comparable
financial data exist on Florida's hospital revenues and expendi
tures, but we do know that Florida's hospital costs have
trippled since 1972. The absence of effective market forces to
bring this cost spiral downward portends even more sharp increases
in the cost of hospital care in Florida's future. Medical care
inflation accounts for an increasing portion of the overall
inflation rate. The recent Miller and Byrne report also noted
that the number of hospital beds in Florida has continued to
increase in spite of the rather low occupancy rates of existing
beds.

B. PROBABLE EFFECT OF PROPOSED CHANGES: This proposal would
create a 7-member Florida Hospital Commission which would, within
1½ years, establish a uniform system of accounting and reporting
for hospitals. Within 2 years after this system becomes operational,
the commission is empowered to review and may disapprove the budget
of any-hospital where it finds charges which are unjustified by
costs or cross-subsidization between types of services in excess
of 3%. Budget disapproval would prevent insurance companies from
accepting assignments of claims from or making direct payments to
such hospital. All hospitals would be required to submit any
information required by the commission, and penalties are provided
for failure to comply and falsification of reports. For comparative
purposes the commission is empowered to establish peer groups of
similar hospitals and statistical indicators to measure relative
hospital efficiency.

II.

A nine-member Technical Advisory Committee would be created to
assist the Commission. The Hospital Commission Trust Fund would
be established and a quarterly assessment (not to exceed two
one-hundredths of one percent of each hospital's gross operating
cost for the year preceding the previous year) would be imposed
by the commission to finance its operations. The commission would
be authorized to conduct studies of health care costs and would
each year submit a report of its activities and recommendations
to the Governor, the Legislature and the Insurance Commissioner.
A sunset provision is provided by the automatic repeal of the
act in 1986.

Fiscal Impact-- It is estimated that the total of Florida's
hospital cost in FY 77-78 was $2.1 billion. Based on that figure,
the maximum special hospital assessment of .02% would raise
approximately $420,000 to fund the commission's first year
activities. If start-up costs were provided out of General Revenue,
the commission would be able to begin operating several months
earlier. An estimated $125,000 would be needed for this purpose.
Prepared by:

Gar
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u
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BILL !lo, AND SPONSOR:

CS/HB 619 & 917 (catpanion
to CS/CS/SB 448 by Ccmrer
Ccmnittee and Senator
Jenne

SUMM1\RY:
A.

Present Situation:

At present, there is ro statutory authority for the state to require
uniform financial reporting by hospitals, or to review or approve hospital
rates. 'Ihus, there is no infonnation available to oonsurrers for the o:rn
parison of h::>spital rates.
There is extensive involveirent of the state with hospitals through lioensure,
granting of non-profit and tax exenpt status to certain facilities,
certificate of need approval, mandating of certain services, and purchase
or financing of services. H::1.rever, this cw:rent regulRtion is not directed
at stirm.tlating o:mpetition anong hospitals.
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Increases in the cost of hospital care are a major oontributor to oontinuing
increases in the overall oost of �dical care. Such increases have a sub
stantial impact on conSUITers (particularly the elderly) and on errployers,
thrqugh the increased cost of errployee health benefit programs and of
'WOrkers' canpensation insurance.
Increased health care costs impact on
the state itself through increases in the cost of Medicaid and other health
care financing programs, and through state errployee health insurance programs
for which the state pays part of the premium.
B.

Effect of Proposed Changes:

The act creates a Hospital Cost Contai.nrrent Board within the .Departrrent of
Insurance consisting of nine rrembers: three major-health care purchasers,
(inclooing at least two insurers), three health-care providers (including
at least two hospital administrators), and three oonsuners (including at
least one representing the elderly). The Insurance Ccmnissioner, the
President of the Senate, and the Speaker of the House of Representatives
will each appoint 3 nenbers to the board. A full-� staff for the board
will be en-ployed by the Insurance Ccmnissioner.
The lbspital Cost Conta.inrrent Board will develop a system of uniform finan
cial reporting for hospitals based on a chart of accounts. The board is not
authorized to require hospitals to acbpt a uniform acoounting system.
Uniform financial reports and other reports filed with the board will be
open to public inspection.

The board is authorized to review hospital rates and charges and other
indicators, and to publish its findings, '.lhe board may hold a public hearing
to review a hospital's budget if the hospital's rates and charges or other
statistical indicators are in the upper 20% of such indicators for a group of
similar hospitals. The board must publish its findings if such a hearing is
held. The board is required to publish a canparative study of h::>spital rates
and charges at least annually.
Physicians who provide services within a hospital are exerrpt from the pro
visions of the act if they bill for their services separately.
The act mandates hospital quality assurance programs, authorizes the board
to contract with outside entities to conduct its activities, provides for
board to interact with health planning agencies, prohibits rebates and
kickbacks for referrals to health care providers, and provides for the �ly
rein'burserrent of health care providers by the state.

• CS/BB 619 & 917
Page '1',,1o
II.

EXX!ilCMIC IMPJ\CT AND FISCAL NCT.L'E:
A.

Public:

'lbe public will ultinately pay any costs to hospitals to cx:nply with
the provisions of this act, either through taxes for publicly supported
institutions or through increased hospital rates. Such costs include
the authorized assessnent on hospitals as well as costs to individual
hospitals to canply with program requirerrents. The p.iblic ...uuld also be
the beneficiary of any reductions in the increase of hospital rates which
might result fran the program. While the potential ixcpact of a hospital
rate review program is difficult to quantify, the program established by
this act does have the potential to have a significant restraining effect
of the rate of increase of hospital rates.
B.

Governrrent:

'Ihe act creates a new program and will result in start-up and operating
costs. During the first two or three years of the program's operation,
costs could be quite variable, deperrling upon hCM quickly staff is
acquired, anount of attendant costs of office space, furniture, and
equii;nent, and the anount of system develoi;nent work done in-house versus
contracted-out. 'Ihe act authorizes the board to make expenditures during
1979-1981 up to the limit of the authorized assessrrient on hospitals.
Based on the experience of other states, such as Washington which has as
annual hospital cost contain:rrent program budget of $310,000, and Massachusetts
with an annual budget of $981,000, the cost of Florida's program might
range frcm $300,000 to $1,000,000 per ye"l.r.
The program will be funded in part by an assessment. on hospitals, beginning
October 1, 1979, of up to four one-hundredths of 1% of each hospital's
gross operating costs fo r the preceeding fiscal year. Total hospital
expenses in Florida for 1978 were approximately $2.34 billion; therefore,
the-annualized yield of the full 0.04% assessrrent should be at least
$900,000 - $1 million. Additional funding could care from grants or
state appropriations.
State programs should benefit fran any restraining effect the program
might have on rate increases.
III.

O'.ME'n'S:
Florida hospital oosts have increased fran $245 million in 1965 to
$750 million in 1972 to an estirrated $2.34 billion in 1978. Average
oost per patient day in Florida nore than quadrupled between 1966
($45.57) and 1977 ($194.92).
Health care expenditures have been increasing at a 50 to 100% faster
rate • than the rest of the ea:,nany.
Expenditures for hospital care constitute approximately 40% of all
health spending by the p.iblic and governmants.
Per capita health care costs for persons 65 years of age aro over are
3.5 tirres the cost for persons uooe.r 65. Ibspital costs oonstitute
45% of health care expenditures for elderly persons. In norida,
health care costs oonstitute approxinately 10% of the disposable incare
of elderly persons (in addition to costs covered under Medicare, Medicaid,
etc.).
'lhe cost of each car produced by General M:>tors in 1978 included
approx.inately $175 for enployee health care benefits.
Currently, approximately 8.6% of the Gross National Pro&:ct is �t
for health care, which neans that the -worker of average 1ncx::ire J.S
-working one m:nth of each year to pay for health services.
None.
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STAFF REPORT
HB 1706:

Relating to health care facilities

SPONSORS:

Representatives Sheldon, Kutun, Gordon

CONTENT:

Creates Florida Hospital Commission within HRS:

(1.)
( 2.)
(3.)

2 hospital administrators
1 representative of the health insurance industry
4 consumers

To be appointed by the Governor, confirmed by the Senate.
SUBSTANTIVE PROVISIONS:
(1.)

(2.)

Requires hospitals to adopt an approved uniform system
of financial reporting;
Hospitals shall file a statement of financial condition
including:
(a.)
(b.)
(c.)
(d.)
(e.)
(f.)
(g.)
(h.)
(i.)
(j.)
(k.)
(1.)

(3.)
(4.)

(5.)

(6.)

(7.)
(8.)
(9.)

revenues and expenses
assets and liabilities
location of real property
loans and investments
overdue accounts
advances or payments made
loans to directors, trustee or stockholder
education and research costs
credit losses
charity losses
capital costs based on debt and depreciation
reserve and net income.

Authority to audit hospitals;
Contents shall be made public;
Adopt a cost increase criteria;
Review and approve hospital rates;
Encourage methods of incentive reimbursement;
Requires the Commission to report annually to the Governor,
Insurance Commissioner and Legislature;
Exempts church as denominationally-run hospitals.

BACKGROUND:
to hospital rates".
STAFF CONTACT:
DATE PREPARED:

This would be similar to "a PSC only in regards
Fred Varn
April 27, 1978
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»SUBJECT:

SUMMARY:

Creates the "Hospital Cost Containment Act of 1978." Creates
the Florida Hospital Commission and provides for its membership,
staffing, and procedures. Requires the Com.�ission to specify a
uniform system of financial reporting for use by all hospitals
not later than January 1, 1980. Requires the Commission to
adopt cost increase criteria, and makes rates of hospitals not
meeting such criteria subject to approval by the Commission not
later than January 1, 1983. Establishes rate approval procedures
and criteria. Provides other powers, duties, and functions of
the Commission. Provides for legislative approval of the
Commission's budget and for an assessment not exceeding four
one-hundredths of 1% of gross operating costs on hospitals
toward funding the operations of the Commission. Provides for
fines not to exceed $1,000/day for violations of the act by
hospitals.
PURPOSE:

A.

B.

Present Situation:

At present, there is no statutory authority for the state to
require uniform financial reporting by hospitals, or to
review or approve hospital rates. There is extensive involve
ment of the state with hospitals through licensure, granting
of non-profit and tax exempt status to certain facilities,
certificate of need approval, mandating of certain services,
and purchase or financing of services.
Increases in the cost of hospital care are a major contributor
to continuing increases in the overall cost of medical care.
Such increases impact on consumers and on the state itself
through increases in the cost of Medicaid and other health
care financing programs, and through state employee health
insurance programs for which the state pays part of the
premium.
Effect on Present Situation:

The bill creates the Florida Hospital Commission which would
have extensive powers to require financial disclosure by
hospitals and to ultimately review and approve hospital rates.
The Commission would consist of seven members appointed by
the Governor and confirmed by the Senate: four consumers,
two hospital administrators, and one representative of the
health insurance industry. Following the initial -term,
appointments would be for four years with reappointment for
one term authorized. Concurrence of a majority of the Com
mission would be required for any action. The Commission
would receive remuneration.

Under the authority contained in the bill to review and
approve certain hospital rates, the Commission could take
action to reduce or restrain hospital rate increases. Since
rate review and approval would be based on criteria adopted
by the Commission itself, the effect of this rate review
authorization cannot be predicted. The bill does contain

Staff Analysis -- SB 117 4
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guidelines for the Commission in its rate review activities
which specify that rates shall be sufficient to enable a
hospital to obtain its total financial requirement from
proposed operating revenues. In addition to potential rate
review activities, the bill requires uniform financial
disclosure and the filing of other information with the
Commission. This would lead to broader public dissemination
of such information than is presently the case.
III.

ECONOMIC CONSIDERATIONS:
A.

Economic Impact on the Public:

YES X

NO

The public will ultimately pay any costs to hospitals to
comply with the provisions of this act, either through taxes
for publicly supported institutions or through increased
hospital rates. Such costs include the authorized assessment
on hospitals to fund the Commission's budget, as well as
costs to individual hospitals to comply with Commission re
quirements. The public would also be the beneficiary of
any reductions in the increase of hospital rates which might
result from the Commission's activity.
B.

Economic Impact on State or Local Government:

YES X

NO

The bill creates a new Commission and provides for staffing,
remuneration of members, and the conduct of audits and other
activities at Commission expense. The Commission's budget
would be subject to legislative approval and would be funded
in large part by an assessment on hospitals which would
produce approximately $800,000 per year. Additional
funding could come from grants or state appropriations.
State programs should benefit from any restraining effect
the Commission might have on rate increases.
IV.

COMMENTS:
Florida Blue Cross has completed one year of a Prospective Charge
Payment Program which is intended to rest�ain charge increases
in Florida hospitals through an industry-initiated system of
review and approval of proposed rate increases. During the first
year of operation of the program, charge increases in Florida
moderated somewhat in comparison with prior years and, in
�omparison with increases elsewhere in the U.S. During calendar
year 1977, the hospital service charge component of the Consumer
Price Index increased 10.4% nationwide. A comparable figure for
Florida hospitals was a 9.1% increase, or 12.5% less than the
national average.
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